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EDITORIAL 


As We See It 


It seems to be beyond question that the recent 
action of the Federal Reserve authorities has en- 
gendered a more optimistic feeling in a number 
of business quarters. This is, perhaps, particularly 
true of the stock market. Bonds, too, have fared 
better and prognosticators in several other quar- 
ters have of late developed a more cheerful tone. 
There have been a good many for a long while 
past who have been much inclined to put the 
blame on the Federal Reserve authorities for 
signs of business trouble they thought they saw 
ahead as well as for actual curtailment here and 
there. The action taken by the Reserve people 
and the words of the Chairman have led at least 
some of these observers to feel that we are now 
on our way back, as it were, or shall be in the 
not too distant future. 

It may or may not be that such ground as has 
been lost in recent months or weeks will be re- 
gained and the boom resumed with vigor again 
comparable to that which existed in, say, 1956 
within a relatively short time. We are neither a 
prophet nor the son of a prophet. We do not pro- 
fess to know what is ahead during the next six 


months or the next year. We are quite certain in 
our own minds, however, that a great deal of too 





Tomorrow’s Investment 
Portfolio Today 


By RICHARD P. CHAPMAN* 


President, Merchants Nat'l Bank of Boston, Boston, Mass. 


The problems involved in carefully constructing a trust 
portfolio over a period of time are scrutinized by Mr. 
Chapman in discussing selection of securities and devel- 
pment of well balanced programs which “would offer 
future vindication of our present judgments.” Finds that 
even in conservative trust circles trustees are not im- 
mune to extraneous influences and that all too many 
seem to regard the essence of Prudent-Man Rule as a 
“follow the leader” principle. Dees not believe the time 
is propitious te be fully committed in stocks; suggests 
holding some liquid assets as a buying reserve; assumes 
booms and depressions will continue to be with us, and 
stresses need for selectivity in stocks as well as in bonds. 


The trust business has been a full participant in the 
great forward strides that have taken place in invest- 


ment work in modern times; both in 
our enlarged fields of knowledge 
and in our research techniques. Both 
the quality and quantity of invest- 
ment work turned out in my own 
bank far surpass the accomplish- 
ments of my own active days, and of 
that I am extremely proud. Some- 
times it almost seems that we have 
a surfeit of detailed knowledge to 
the extent that it can hamper our 
exercise of judgment, but this be- 
comes really an administrative prob- 
lem in selection, We encounter it 


What Can Monetary Policy 


Do in Our Economic Climate? 


By CHAS. N. SHEPARDSON* 
Member, Board of Governors, Federal Reserve System 


Federal Reserve spokesman admonishes those who view 
signs of credit restraint relaxation “as a signal for a 


resurgence of a spending spree.” Pointing to growing 
erroneous opinion that the Fed can “manage” the econ- 
omy and would not allow a recession to become serious, 
and to previous instances of inflation following credit 
ease, Mr. Shepardson fears that this overly-optimistic 
confidence in monetary-fiscal power contributes to mis- 
direction and over-expansion of credit based on the 
“view that it is ‘safe’ to go ahead because the risk of loss 
from cyclical reactions has been greatly reduced.” Denies 
economic stability objective jeopardizes growth and full 
employment goals. 

Two years ago inflationary pressures in the economy 
were very strong following rapid recovery from the 
mild reversal experienced in late 
1953 and early 1954. Wholesale price 
averages had been rising since mid- 
year although farm prices were still 
tending downward. Consumer prices 
were not yet advancing, but there 
were developing pressures in retail 
markets. Production had surpassed 
the 1953 peak although defense 
spending had been greatly reduced. 
Utilization of our industrial capacity 
and man-power resources was high, 
and there were shortages of some 
materials. Demands for credit and 








much power to make and’ unmake prosperity is elsewhere in life. 4 capital were strong and expanding. 
—- : +4 The key question is to whatextent — , = Interest rates were rising as borrow- 
assigned to the Federal Reserve authorities by aces the availability of a mass of de- Richard P. Chapman ing demands were outrunning the Gev.C.N.Shepardson 


the unthinking among the great rank and file— 


tailedinformation about leading com- 


supply of savings being generated in 


and, for that matter among all too many business 
men. For our part, we do not believe that any- 


thing really untoward that has been taking place 


during the past half-year or so may be laid at 
Continued on page 24 
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panies and of careful appraisals of investment values by 
experienced analysts actually reduce or change the risk 
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*An address by Mr. Chapman before the 26th Mid Continent 
Trust Conference of American Bankers Association, New Orleans, 
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PICTURES IN THIS ISSUE—Candid photos taken at Annual Beefsteak Dinner of the Se- 
curity Traders Association of New York, and Fifth Annual Dinner Dance of the Invest- 
ment Traders Association of Philadelphia, appear in today’s Pictorial Section. 
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the economy. Values of capita] assets, such as farm and 
urban real estate and common stocks, were increasing 
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McLouth Steel Corporation 


McLouth Steel Corporation, 
formed in 1943, now ranks as a 
major producer of hot and cold 
rolled carbon and stainless sheet 
and strip. This 
is of interests, 
but it is not 
our reason for 
recommend- 
ing the stock. 
Instead, there 
are certain 
factors pecu- 
liar to the 
Company 
alone that 
Eive ita 
unique posi- 
tion in the in- 
dustry. For 
one thing, 
McLouth is 
located in the Detroit area and, 
along with Great Lakes Steel (a 
subsidiary of National Steel), is 
one of the two integrated steel 
companies operating in the terri- 
tory that serves the large steel- 
consuming automobile industry. 
The strategic value of such loca- 
tion is important since motor 
manutacturers, when cutting back 
orders for steel, are more inclined 
to shave the more distant sources 
of supply and to rely on contigu- 
ous firms for quick delivery. 

Second, General Mortors Cor- 
poration is one of the principal 
stockholders of McLouth Steel. 
Seeking a second basic source of 
near-by supply, General Motors, 
through purchase of $25 million 
of participating preferred stock, 
assisted McLouth in its 1953-56 
expansion program. Until May 31, 
1967, or until all long-term debt 
incurred in connection with that 
$105 million expansion program 
is repaid, General Motors has not 
only guaranteed to take annually 
5% of its total steel requirements 
from McLouth, but holds aptions 
through. May 31, 1967, or so long 
as it owns any of McLouth’s par- 
ticipating preferred, to purcnase 





Charles J. Collins 


in even larger quantities. Re- 
cently, General Motors accounted 
for around 35% of McLouth’s total 


gross dollar sales, with no other 
customer accounting for as much 
as 6% except for a fabricator of 
oil-country pipe, who took 12!»s¢ 
Third, the McLouth manage- 
ment has not lacked aggressive- 
ness or astuteness in its policies 
and programs, as evidenced in its 
accomplishments, to date. The 
1953-56 expansion program, for 
instance, short cut the time hon- 
ored open-hearth furnaces and 
adopted the revolutionary and 
largely untried oxygen process. 
At mid-year 1957, the result was 
McLouth putting down its oxygen 
steel tonnage at a cost of $110 a 
ton as against a cost of $240 a ton 


at the time for integrated pro- 
ducers using orthodox methods. 
More recently, Dominion Found- 


ries & Steel in Canada, and Jones 
& Laughlin and Kaiser Steel in 
the U. S., have followed Mc- 
Louth’s oxygen lead. 

Currently, McLouth is engaged 
in another expansion program, to 
be completed in 1958, involving 
expenditure of $34 million, that 
is designed both to reduce pro- 
duction costs and to increase steel 
producing capacity. At completion 
McLouth will have an annual 
rated capacity of 1,812,000 net 
tons of steel ingots. The program 
will incorporate the Dravo-Lurgi 
sintering plant, placing McLouth 
among the first of the American 
steel companies to utilize this 


promising improvement in steel- 
making technique. At completion 
of the 1957-58 expansion program, 
the company, since 1948, will have 
spent approximately $100 per 
common share on new additions 
to plant and equipment. In addi- 
tion to a 50% interest in leases 
on properties in Wisconsin be- 
lieved to contain upwards of 160,- 
000,000 tons of crude iron ore 
bearing over 28% iron content, 
MecLouth also has contracts for 
iron ore from U. S. Steel and 
Cleveland Cliffs and for other 
raw materials from U. S. Steel 
and Allied Chemical. 


Capitalization consists of $86.4 
million of long-term debt (includ- 
ing $12.7 million to be “taken 
down” in June, 1958), $32.2 mil- 
lion of participating and convert- 
ible preferred stocks, and some- 
what over $60 million of common, 
represented by 1,487,000 shares 
having a year-end book value of 
$40.97 each. Net sales of $11.9 mil- 
lion in 1946 had grown to $50 mil- 
lion in 1950, to $96 million in 1953, 
and were around $164 million last 
year. Earnings, after adjusting for 
stock dividends of 25% each in 
1953 and 1956 and 100% in 1950 
and a 2-for-1 split in 1948, ran 
at $0.50 a share in 1946, were 
$3.87 in 1950, $3.53 in 1953, and 
$5.01 in 1956. For the first nine 
months of the current year sales 
and earnings per share ran at 
$136.9 million and $4.38, respec- 
tively, compared with $117.5 mil- 
lion and $3.57 for the similar 
period of 1956. 


Earnings for the full-year 
are estimated by me at $6.00 a 
share or better, with cash earn- 
ings at $15 a share. Taking into 
account the cost savings from the 
current expansion program and 
assuming no large general busi- 
ness setback, further earnings in- 
creases are anticipated in 1957 
and 1958, with $10 a share or 
above not an improbable figure 
by the early 1960’s. In keeping 
with past practice, McLouth will 
continue to plow back a substan- 
tial proportion of earnings into 
the business, including a program 
of debt reduction. Because of the 
cesire to cancel debt, we question 
any early cash dividends on the 
common, although, as debt is re- 
duced, further stock dividends are 
not improbable. 


1957 


McLouth common, 
earlier this year 
rently quoted 


which sold 
at 43%, is cur- 
at around 30, or 


under five times estimated 1957 
earnings and under two times 


estimated cash earnings. Because 
of its unique position, as dis- 
cussed above, including antici- 
pated earnings increase on the 
basis of the cost reduction pro- 
gram, the issue has appeal for 
long-range enhancement. For 
those needing income, the 5% 
($100 par) convertible preferred 
stock, selling at around 90, to 
yield 5.5%, could be substituted. 
This stock ranks equally with the 
participating preferred; is re- 
deemable at $105 a share through 
June 30, 1962, and lowering prices 
thereafter; and is convertible into 
common at $46 per common share. 
Both the common and convertible 
preferred are traded in the Over- 
the-Counter Market and large 
purchases should be entered after 
a check on bid and ask quotations 
rather than be placed “at the 
market.” 

The common stock of the above 
company is suitable for large in- 
vestors who are primarily inter- 
ested in price appreciation or 
capital gain rather than income. 
The convertible preferred stock 
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This Week’s 
Forum Participants and 
Their Selections 


McLouth Steel Corporation— 
Charles J. Collins, Chairman, 
Investment Letters, Inc., De- 
troit, Mich. (Page 2) 


Corn Products Refining—William 
J. Holbrook, of McDonnell & 
Co., New York City. (Page 2) 











also mentioned in the article may 
be termed a businessman’s in- 
vestment, that is, a security carry- 
ing only moderate risk. 


WILLIAM J. HOLBROOK 
MeDonnell & Co., New York City 


Corn Products Refining 


Corn Products is a growing 
company. with a long record of 
profitability which provides a 
liberal dividend income. An up- 
grading of the 
company’s 
product line 
into higher- 
margined non- 
corn items has 
poised Corn 
Products for a 
new growth 
phase. While 
the company 
is the largest 
factor in the 
production of 
corn based 
products, its 
progress is no 
longer chained 
to corn prices. Its fortunes have 
benefited from the success of its 
high profit, branded food prod- 
ucts. 

The stock market has not fully 
evaluated Corn Products’ trans- 
formation and the common stock 
is an attractive investment at 
current prices. At a price of $30 a 
share Corn Products is an invest- 
ment in a well managed and 
soundly financed company which 
is enjoying a new growth. 





Wm. J. Holbrook 


Company Operations 


Corn Products has launched a 
program to increase its output of 
consumer specialty items which 
return the highest profit to the 
company. It is pursuing this pro- 
gram by (1) internal research into 
new products, (2) the improve- 
ment of existing ones, and by (3) 
the acquisition of companies 
whose products fit into Corn 
Products scheme of operations. 
Emphasis is put on acquiring 
branded products, such as Bosco, 
which are well known to the con- 
sumer and have market accept- 
ance. Thus, the promotional and 
advertising expenses usually in- 
curred when a new product is in- 
troduced into the consumer 


mar- 
ket are lower. 

Successful integration of both 
the Bosco chocolate flavor line 


and the Kasco dog food line has 
confirmed the company’s faith in 
a well-conceived acquisition pro- 
gram. The company is alert to 
opportunities to acquire and inte- 
grate suitable attractive products 
that fit into its pattern of manu- 
facturing and marketing expe- 
rience. In March, 1957, the com- 
pany acquired the assets of Re- 
fined Syrups and Sugars, Inc. of 
Yonkers, N. Y. 


This company in addition to 
manufacturing a line of liquid 
and granulated cane sugars for 
Corn Products, provides Corn 


Products with an eastern indus- 
trial site. Considerable savings in 


freight costs are thus realized. The 
site also provides Corn Products 
with a desirable location for the 
warehousing, packaging, and dis- 
tribution of its products. The 
company has not neglected its 
Standard preduct line in its quest 


Continued on page 33 
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Do Rights Offerings Cause Dilution? 


By RALPH L. 


NELSON 


Assistant Professor of Finance, School of Business, 
Northwestern University 


Prof. Nelson cites recent offering of new shares to stockholders 


by IBM as demonstrating the reverse. 


Holds that common 


stock financing may actually enhance rather than dilute per 
share value. Maintains IBM’s financing exemplifies counter- 
balancing of possible dilution of earnings by expansion of 
sales and net income within year of issue. Urges careful 
analysis of each case pointed to comparison of new funds’ 
contribution to that previously existing behind each share. 


A widespread and often un- 
questioning attitude among inves- 
tors is that the offering of rights 
to purchase stock at a price sub- 
stantially be- 
low market 
will dilute the 
investment of 
the existing 
eommon 
stockholders. 
The recent 
one - for - ten 
offering of 
new shares by 
International % 
Business Ma- 
chines _ illus- 
trates vividly 
how, aside 
from a fleet- 
ing market 
price adjustment, common stock 
financing may actually enhance 
rather than dilute per share value. 
This privileged subscription offer- 
ing of 1,050,000 shares at $220 per 
share represented a record figure 
for a stock issue, second only to 
General Motors’ mammoth issue 
in 1955. 





i 


Ralph L. Nelson 


A Common Myth 


If one adopted the myth com- 
mon in the market that every ad- 
ditional issue of common dilutes, 
a measure might be had in the 
amount by which the offering 
price falls short of the market 
price. In this instance the market 
range was from $288 to $337 dur- 
ing the subscription period. The 
rights ranged in value from $6%4 
to $10. This value was enough to 
make it worthwhile for even the 
smallest holder to sell any un- 
exercised rights. Actually only 
2,035 -(or 0.2 of 1%) of the shares 
offered were unsubscribed when 
the subscription period ended, For 
the holder who sold, the rights at 
the lowest figure of $6°%4 repre- 
sented a_tax-favored “melon” 
equivalent to three years of nor- 
mal dividends at the current rate 
of $2 cash. However, whether the 
rights were exercised or sold, we 
shall show that the effect of this 
timely equity financing would be 
more likely to enhance than dilute 
the investment of the IBM share- 
holder.! 


A subscription price at a fairly 
substantial discount from market 
price was indicated by the situa- 
tion: The price of the stock, aided 
by a 2-for-1 split on May 7, 1957, 
had risen sharply from a 1956 low 
of 14914 to a 1957 high of 345, in 
the week before the offering. An 
adverse turn in the market might 
have endangered the financing. 
Even a price of $220 per share was 





1 For a concise summary of the dilu- 
tion problem see A. Wilfred May, “‘Real- 
ism About Rights,” Commercial and Fi- 
nancial Chronicle, April 4, 1957. 


ample from the point of view of 
avoiding genuine long-run dilu- 
tion. It compared with a book 
value of $32.20 per share as of the 
preceding year-end. And the sum 
of $220 should be able to develop 
earning power of considerably 
more than the $6.76 per share re- 
ported for 1956. 


Equity Financing Called For 


More basic, however, was the 
fact that the company had reached 
a point where equity financing 
Was indicated as a base for its ex- 
panding debt. By the 1956 year- 
end, long-run indebtedness had 
mounted to a total of $330,000,000 
as compared with a common stock 
equity of $331,662,189. The com- 
pany was further obligated to the 
Prudential Insurance Company to 
borrow an additional $150,000,000 
in 374° notes from time to time 
not later than Dec. 31, 1959. If 
an even balance were to be main- 
tained between equity and debt, 
common stock financing in addi- 
tion to retained earnings was es- 
sential. By increasing the shares 
outstanding by 10%, the company 
was to add more than $221,000,000 
or 66.7% to book equity, even 
under the assumption of maxi- 
mum underwriting commissions 
to the syndicate headed by Mor- 
gan Stanley and Company. 


Expansion Problem 


In early 1957 IBM found itself 
with a major problem of expan- 
sion. Sales had increased five-fold 
since 1947, at the substantial aver- 
age annual rate - 20% com- 
pounded. The 1955-1956 increase 
was an impressive "33%, and first 
quarter sales in 1957 were up a 
whopping 38° from the corre- 
sponding 1956 period. The com- 
pany spent $208 million on new 
plant and equipment in 1956, 
equal to 51% of net plant at the 
end of 1955 and resulting in a 23% 
increase in net plant after retire- 
ments and depreciation allow- 
ances. Further capital ghee 
for 1957 was expected to exceec 
that of 1956 by a_ substantial 
amount. The rapid sales expan- 
sion imposed heavy additional 
working capital needs, which 
needs were not being met from 
internal sources. In 1956 working 
capital, far from growing in pace 
with sales, actually declined by 
$7 million. Clearly any dilution 
of earnings caused by the new is- 
sue increasing shares outstanding 
by 10° would almost certainly be 
more than counter-balanced by 
expansion of sales and net income 
within the year of issue. 

Return on Capital Constant 

The effects of the rapid expan- 
sion may be seen in the accom- 

Continued on page 23 
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Babcock and Wilcox: Expanded | 


Profits from Steam Generating 


By DR. IRA U. COBLEIGH 


Enterprise Economist 


An honored name in boilers and tubes takes on new luster, 
as sales and profits rise. 


The growth of Babcock and Wil- 
cox to its present eminence has 
virtually paralleled the growth of 
the electric power industry. BAW 
paid its first 
dividend in 
1881 and has 
maintained 
this ingratiat- 
ing custom 
throughout the 
years since. It 
is now the 
largest manu- 
facturer of 
steam gene- 
rating equip- 
ment in the 
world. 

Its chief cus- 
tomer, for 
these goods, is 
the electric utility trade and for- 
tunately the demand here is not, 
at this juncture, tired and down- 
sloping (as in a number of other 
areas of our economy). On the 
contrary, the capital investment 
outlay of public utilities has been 
moving sharply ahead from $3.8 

billion in 1956, to $4.65 billion this 
year, and a still larger figure in- 
dicated for 1958. In all these fig- 
ures, the money spent for addition 
to, or improvement of,'power gen- 
erating capacity looms large. Sev- 
enty-five per cent of the electric 
power produced in the United 
States is steam-generated and, 
since boiler room equipment in a 
power plant comprises 35% of its 
total cost, when Babcock and Wil- 
cox gets an order it isn’t for pea- 
nuts! Steam generating equip- 
ment sales of BAW should total 
around $140 million for this year. 
(The specific items include not 
only boilers, but fuel burners, su- 
perheaters, heat exchangers and 
pulverizers. ) 

An even larger segment of BAW 
business is in tubular products, 
welded and seamless, made of car- 
bon, alloy and stainless steel. This 
tubing it uses itself in the instal- 
lations it sells and for sale to a 


wide assortment of industries. 


A third major component of 
company sales is found in insulat- 
ing fire brick, and other refractory 
items to cope with, and contain, 
very high furnace temperatures 
encountered not only in steam 
power generation, but cement 
mills, foundries, etc. 





ira Vv. Courwgo 








A great deal of the romance in 
BAW has stemmed from its pion- 
neer position in atomic power. 
After sub-contracting in this field 
for a decade, it entered produc- 
tion on its own in 1953. BAW 
turned out the reactor vessel and 
related equipment for the “Nauti- 
lus,” the first nuclear powered 
submarine. It is now at work on 
ti: £20 million nuclear steam gen- 
erniing plant foe the Consolidated 
Tdison Co. st I:cian Point, N. Y. 
Dor --ars DAV has been a prin- 
cipal manufacturer of oil and coal 
burners for both the United States 
Navy and our merchant marine. 
It aims to continue a leader in 
that business and in April of this 
year. was awarded a $10 million 
contract by the Atomic Energy 
Commission to design, develop, 
engineer, and produce a water re- 
actor and propulsion elements for 
the first nuclear powered mer- 
chant ship: oon 

Dr. Edward Teller, one of our 
most. eminent nuclear scientists, 
and inventor of the H-bomb, re- 
cently stated: “I would guess that 
the- main industrial energy source 
in the year 2000 will be nuclear 
fission and not fusion.” If the 
good doctor is right, then we can 
expect a very bright future for 
Babcock and Wilcox, not only be- 
cause of its head start in this 
field, but because of the import- 
ant money the company has been 
expending in recent years on re- 
search and development in atomic 
energy. 

Any stock singled out for con- 
sideration by investors in our 
present timid market (in which 
the Dow slumped over the moon), 
should have to demonstrate a pro- 
nounced forward look in both the 
gross and net departments. Well, 
BAW does a pretty good job there. 
Sales in the past 10 years rose 
from $57.7 million in 1946 to 
$281.5 million in 1956—over 400%. 
The risé in net earnings. was even 
more dramatic — from $2 million 
in 1946 to $14 million in 1956. In 
the same period net per share rose 
from 38 cents to $2.74, and cash 
dividends from 23 cents to $1, 

So much for a decade of history, 
but where is BAW headed today? 
Still up. There’s no flat-top, or 
plateau, immediately in view. 


Some $70 million will be added to 
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sales this year with a substantial 
further increase indicated for 1958, 
judging by the June 30 backlog of 
$429 million. Net profits are ex- 
pected to reach an all-time high 
this year, and to push the per 
share figure from $2.74 (1956) to 
past $3. This is plenty of cover- 
age for the present $1 dividend 
and suggests that same might be 
increased. For 1958 some analysts 
are already predicting a per share 
net of $3.50. 

We've already mentioned re- 
search outlays as a propellent of 
higher profitability here. Prudent 
outlays for addition and improve- 
ment to plant are likewise pro- 
phetic of future profits. BAW has 
not been stingy in this regard. In 
the five year period 1952-56 the 
company spent $50 million on cap- 
ital assets and will have spent an 
additional $35 million in the 1957- 
58 period. These monies make 
significant improvement in plant 
efficiency, lowered costs, and 
higher margins of profit. Yet the 
company has not impoverished it- 
self by giving this quite substan- 
tial financial hostage to the fu- 
ture. 


Five hundred and _ thirty-five 
thousand shares of common were 
sold in 1957 bringing the capitali- 
zation up to 5,886,638 shares of 
common, listed on N.Y.S.E., pre- 
ceded only by $32 million in debt. 
Net working capital at the 1957 
mid-year was a fat $127 million 
arrived at by deducting $44 mil- 
lion in current liabilities from 
$171 million in current assets. 
Book value per share on the same 
date was conservatively expressed 
at $25.51. By most of the stand- 
ard criteria by which mature 
equities are judged, BAW is an 
investment grade common making 
a logical appeal to those inter- 
ested in shares which plow back 
more than they pay. (In addition 
to the $1 in cash, there has been 
a small distribution in stock.) 

While there is expected to be a 
moderate decline in overall cap- 
ital expenditures by industry in 
1958, this is not expected to im- 
pede the forward motion of BAW 
for reasons cited above. Not only 
will public utility equipment re- 
quirements increase, but the pe- 
troleum, chemical, paper, and 
shipbuilding industries, plus mu- 
nicipalities, should continue to 
seek the automatic control sys- 
tems, pressure vessels, and boiler 
equipment which BAW turns out 
in a tradition of quality work- 
manship established during the 
past 76 years. 

After all the statistical elements 
favoring a given equity have been 
trundled out, there still remains, 
before any positive market action 
is taken, one final question to be 
answered. Is the stock cheap in 
today’s market? Is it essentially 
undervalued at today’s price? To 
resolve that point with respect to 
BAW, we can only say that the 
common is now selling at 11 times 
indicated 1957 earnings which is 
not any extravagant ratio for so 
seasoned a stock. Further, these 
shares at 34 are 13 points below 
the year’s high and only five 
points above the low. And it’s es- 
sentially a better stock today than 
it was six months ago. It has been 
a customary selection for lists de- 
signed to provide representation 
in atomic energy securities. 

As a quite hopeful long term 
holding, and as a switch from less 
worthy equities you may have 
marked for disposition, for tax or 
other reasons (including disgust!), 
may we humbly suggest that BAW 
is not without merit. 
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The past week over-all industrial prouution scssoccicad tower 
levels, due in part, to the general shutdown on the part of several 
industries because of the Thanksgiving Day Holiday. However 
as ‘“‘Ward’s Automotive Reports” stated with respect to last week's 
automotive output, the decline “reflected more than the general 
shutdown for Thanksgiving Day on Thursday.” A glance at the 
production figures for the previous week shows a sharp decline 
in the output of cars and trucks below the week before. Stee] 
production this week. is again scheduled to strike a three Vear 
low point and electric output the past week also registered Q 
lower level. Retail trade for the country as a whole continued 
in the latest week slightly under the like period a year ago, 


One piece of news this week of interest to business in genera] 
was the proposal of Richard J. Gray, President of the AFL-CIO 
Building and Construction Trades Department wherein he asked 
the construction workers to give up their fight for wage increases 
in 1958 to help combat the inflationary trend that held the country 
in its grip. The recommendation was made as the group’s annusl 
convention opened this week in Atlantic City. He further proposeq 
the setting up of a committee to seek a voluntary moratorium on 
wage boosts in industries dependent on construction. The plan, it 
was reported, was coolly received by most labor leaders, 





Unemployment rose during the autumn in most of the nation’s 
major industrial centers, but the increases were generally “smal 
to moderate,” the United States Department of Labor reported. 

Three-fifths of the 149 major production and employment 
areas showed increases in jobless totals, its Bureau of Employment 
Security added. Only 15 of the areas, however, had sufficient 
changes to warrant transfer to looser labor supply classifications, 
the Bureau declared. 

Areas with large aircraft industry concentrations reported the 
most significant unemployment increase, due to defense procure- 
ment cutbaexs. Machinery and primary metals industries also had 
significant increases. Seasonal curtailments in food processing, 
lumber and construction added to the supply. 

Over-all autumn employment conditions, while less favorable 
than in September, generally had not been seriously affected by 
the greater numbers ef unemployed, the Bureau said. Job totals 
remained at or near record highs, for the season in many areas, 
it noted. 

Employers told the Bureau they expected employment losses 
to mid-January to be about the same as or a little more ffian, usual. 

The 15 areas transferred to groupings with higher unemploy- 
ment levels than their previous classifications were: Hartford and 
Stamford-Norwalk, Conn.; Los Angeles-Long Beach and San Diego, 
Calif.; Bridgeport, Conn.; Wilmington, Del.; Peoria, Il.; Wichita, 
Kan.; Minneapolis-St. Paul; Syracuse, N. Y.; Lorain-Elyria, Ohio; 
Salt Lake City, Utah; Seattle and Spokane, Wash., and Atlantic 
City, N. J. 

The Flint, Mich., and Fall River, Mass., areas were reclassified 
because of reduced labor surpluses. 

The steel market is a lot better than it seems, reports “The 
Iron. Age,” national metalworking weekly this week. 

It points out that actual steel use will-set an all-time record 
of 84,000,000 finished tons this year. This is often lost sight of 
in the face of steel’s falling ingot rate. 

No one in steel is trying to cover up the drop in new orders, 
says the metalworking magazine, adding that everyone agrees that 
steel users will go on living off their inventories until there is a 
definite reversal of the present trend. This may not come until 
the second quarter of 1958, or even later. 

Steel, nonetheless, is being chewed up in metalworking plants 
at a terrific rate and unless there is a sharper downturn in the 
overall economy than appears in the cards, this rate of use will 
continue for some months. ; 

What is hurting the steel business at the moment, declares this 
trade weekly, is that more steel is coming out of users’ inventories 
and less from the mills themselves. This has caused one of the 
hottest competitive markets for most steel products of any time 
in recent years, But once these inventories have been cut back 
to “normal,” steel output will move up into line with actual co!- 
sumption, it continues. 

“The Iron Age” reports that incoming steel orders have 
picked up slightly during the last week, but this is not co!- 
sidered a reversal of the downtrend. Orders in recent months have 
tended to be up one week, down the next, as users adjusted thei 
stocks to avoid shortages of various sizes and gages. 

__ Longer-than-usual holiday shutdowns of metalworking pla! 
will depress the steel operating rate still further this month « 
next, it observes. Some appliance plants in the South Ohio Riv! 
area are shutting down the remainder of the week after bo' 
Christmas and New Year's. This is resulting in reduced orde!!!- 
for December delivery, or setbacks into January. 

“The Iron Age” further reports that steel users also ‘ 
holding down year-end orders for tax reasons. Some local £0'- 
ernments impose a tax on inventory on hand at the end 0! ' 
year. This has prompted many smaller companies to cut 
ventories to the bone, while larger outfits have at least bc 
discouraged against rebuilding inventories. 











In the automotive industry, bright “comebacks” by Ge" 
Motors Corp. and American Motors Corp., are highlighting | 
duction and sales, “‘Ward’s Automotive Reports” declared on ! 
day last. 

American Motors Corp. since October has been operatin¢ 
a 13,000 to 14,000-unit monthly production rate, its best level 
carly 1956, while General Motors Corp. in November gatl'' 
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Observations .. . 
By A. WILFRED MAY 

















YOUR ESTATE AND INHERITANCE PROBLEMS* 


I will devote some time to talk- 
ing about estate planning and 
farnily financial problems, with 
the accompanying tax incidence; 
with the 
warning to 
you of the 
vital need for 
realism about 
your - ta x- 
saving—or at- 
tempted tax- 
Saving —ac- 
tivities. 

In estate 
planning, first 
let me ask 
you to bear in 
mind that 
hereas 
throughout 
the entire fi- 
naneial world, personal foibles 
midst a run of psychological in- 
fluences constitute a major seeaee 
to be reckoned with. For exam- 
ple, there are the serious aa cho- 
logical interferences with the 
adequate advance measures to be 
taken by parents in transferring 
money to children. These may 
take the form of a feared threat 
to parental authority with under- 
mining of the parent’s emotional 
security; or perhaps his aversion 
to facing the subject of death 
all preventing the parent from 
acting in a logical, sensible way in 
inaking plans for the disposal of 
his estate. And then the legatee 
too, harbors psychological poten- 
tiais, as those bound up with the 
sudden acquisition of unaccus- 
tomed wealth. 


aes] 
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“Bite” Technique 


For both the psychological and 
procedural -reasons, the transfer 
of wealth to your inexperienced 
wife or child should be safe- 
guarded with the installment, or 
as I eall it “bite,” technique. 
reducing the emotional 
aberrations for sudden acquisition 
of wealth, this offers the oppor- 
tunity to the tyro to experiment 


| in investing operations tentatively 
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and on a reduced scale. And it 
can provide the medium for your 
legatee’s getting his or her feet 
wet under your supervision while 
you are still around. Your leg- 
atee’s activities, during your life- 
time, should be pursued under 
guidance, but not control, 
the knowledgeable parent, 
should merely maintain the status 
of availability for advice if and 
when it is requested. 


your 
You, 


Tax Advantages of Early 
Transfers 


This early transfer procedure 
also entails tax advantages, as in 
the living trust and in the mak- 
ing of gifts. The husband and 
wife, together, can-annually give 
tax free to any number of in- 
dividuals, $6.000 each. It can be 
the husband’s money with the 
wife merely giving formal assent. 
Additionally, the individual or 
the couple can make a so-called 
ence-and-for-all gift. That is, 
once in a lifetime, up to $60,000 
—all of which is tax-free. The in- 
dividual spouse can give one-half 
of the above, that is, $3,000 a 
year, to any number of individ- 
uals, plus $30,000 once in a life- 
time—all tax-free. Incidentally, 
on gift from husband to wife 
should you feel inclined in that 


ee 

“Transcript from one of a current 
ray of lectures at the New School 
or Social Research, New York City. 
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direction, only one-half is subject 
to tax. 


You will find below the com- 
parative gift and estate rates of 
tax; showing the amounts in each 
bracket that you save by giving 
instead of transferring via death. 
This is all apart from what you 
give away free of tax, as we have 
just spelled it out. 


Comparative Rates of Tax on 
Estate and Gifts 


(after exemptions) 


Taxable Estate tax 
idle UES (After Exemption ) Gift Tax 
$50,000 $4,800 $5,250 
100,000 20,700 15,525 
250,000 65,700 49,275 
500,000 145,700 109.275 
1,000,000 325,700 244,275 
At approximately $100,000 or 


more of gross estate the taxpayer 
secures a tax advantage in dispos- 


ing of his property by gift. A 
single individual with an estate 


of $200,000 saves 30°% through the 
gift device: a married donor of 
this amount saves 11%. 


Gifts may be made in trust for 
minors, and qualify tor the annual 
gift tax exclusion (that is, exemp- 
tion). The trust must provide that 
the trust property and the income 
shall be expended by or for the 
benefit of the minor before reach- 
ing the age of 21. But the trust 
must be irrevocable and any priu- 
cipal not expended must be turned 
over to the minor at 21. This type 
of trust has the advantages of tax 
reduction by transferring the tax- 
able income to lower brackets; 
and removes the property from 
the donor's taxable estate. From 


estate-planning considerations it 
provides a medium for building 
up a multi-purpose fund for a 


minor. 


The Trust Instrumentality 

A majer way of transferring 
your assets is through the 
method, in many variations. And 
remember that a trust can have 
flexibility. It may well make pro- 
visions for payments from prin- 
cipal in cases of emergencies, with 
varying degrees of discretion, 
which can be definitely prescribed. 
A trust with income payable to 
a child and principal ultimately 
going to grandchildren, provides 
a safeguard against later confiscia- 
tory double taxation which may 
excessively burden your gross es- 
tate when re-distributed by your 
cirect heirs later on. 

On the other hand, there is great 
danger in your trying to foresce 
a generation ahead, as thus en- 
tailed in making a second-genera- 
tion trust to save one set of taxes. 


trust 


Flexibility Indispensable 

Now, another major principle I 
want to lay down for you is pro- 
vision for investing fléxibility in 
your estate and trust provisions. 
Over the years, there is ever- 
growing proof of its desirability. 
As you get along in years you will 
realize the imponderables and un- 
predictability of events affecting 
investment which make it unwise 
and impossible to set down any 
rigid rules in advance. I know in 
my own case when I first made a 
will, and in my earlier years, since 
I was an investment expert .I 
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thought I was called on to 
down all kinds of rules for my 
trustees and executives. But as 
time goes on and you realize the 
rules change, you also realize the 
mistake in throwing away discre- 
tion in advance. Under the so- 
called new Prudent-Man legisla- 
tion, which is being adopted ever 
more widely, there is broadened 
permission given to trustees to 
invest in common stocks. But this 
still leaves the need for provision 
in wills affirming permission to 
buy unlimited amounts of com- 
mon stocks, or rather, as in New 
York State, over 35% in common 
stocks. You might do well in 
making trust provisions, to split 
your funds between Government 
Bonds on the one hand, and com- 
mon stocks; and if the estate is 
big enough, as part of your bond 
portfolio, you should include Tax 
Exempts. 


lay 


Advice on Tax Exempts 


Just another word on Tax Ex- 
empts. ln your tax exempts, which 
incidentally are dealt in a diffi- 
cult professional market, stick to 
general obligations, and not reve- 
nue bonds, that is, bonds depend- 


ing on income. If you want to 
worry about, or figure, income 


which depends on toll roads and 
things like that, then buy a com- 
mon stock. Your Tax Exempt 
bonds should be confined to the 
best risks, best security and free 
of all worry. Confine your worry- 
ing to common stocks! 

Common Stock Management 

The advantage in stocks is, of 
course, that they offer partial and 
convenient protection against 
long-term monetary depreciation, 
and also provide for growth. For 
the latter, that is in the common 
stock end of your portfolio, the 
investment company of the open- 
or closed-end variety, is a useful 
medium. This is so, even where 
there are expert Trustees for it 
will prevent delays in investing, 
bickering between the Trustees, 
and backscratching. The investing 
company solves the difficulty that 
is in the way of getting into a 
permanent Investment Portfolio, 
once and for all. 


What About Insurance? 
“What about life insurance’”’ 
you may ask. Insurance should be 
bought for the protection it af- 
fords to those who need that— 


not for any investment attributes. 
Secause of numerous’ inherent 
management characteristics, in- 


cluding operational expenses, the 
mutual fund would seem to afford 
a better and more balanced in- 
vesting medium—including provi- 
sion for protection against long- 
term inflation. 


Exemption Via Death 

Now, while I don’t want to get 
into the tax end of this session, I 
just want to say one word about 
the capital gains tax provisions. 
Usually it is the cost of a stock, 
that is, the price paid at time of 
purchase, which is your tax base. 
But in the case of a stock received 
by bequest or inheritance, its cost- 
basis is the market price at the 
time of the donor’s death. This 
avoidance of the tax on accrued 
capital gains at death is an im- 
portant consideration for 
people having large accrued, but 
unrealized, profits. In other 
words, for older people holding an 
issue with a large un-cashed 
gain, which of course everybody 
has had, at least up until a couple 
of months ago, it is a considera- 
tion whether they should sell the 
stock, pay the tax and get into 
something cheaper; or avoid the 
tax by waiting until death. 


older 
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Unrealistic Profit Reporting 
And the Stock Market 


By LEONARD SPACEK* 
Managing Partner, Arthur Anderson & Co., Chicago, Il. 


The public accounting profession is taken to task by Mr. 
Spacek for using outmoded and inconsistent methods resulting 
in profit overstatement which is said to have whetted the appe- 
tite of labor, speculators and investors and, in turn, to have 
significantly created inflation and stock market debacle. The 
author reports on such practices as: (1) failure to show 
leasebacks as a long-range liability, and to depreciate property 
on a current price-level basis; (2) improper usage of LIFO, 
and (3) legislation of needless and discriminatory tax laws. 
Calls upon the profession to act upon the problem of price 
inflation which it recognized ten years ago, but failed to do 
anything about it, and to place accounting on a stewardship 
basis to replace proprietorship accounting. 


The situation today necessitates 
comment on the connection be- 
tween unrealistic profits and the 
stock market fluctuations experi- 
enced in the 
last 30 days. 
These have 
been accentu- 
ated by the 
tremendous 
gloom that has 
appeared 
within recent 
months, which 
1 believe is a 
reflection on 
the intelli- 
gence of our 
business 
world. Itis 
true that 
things are not 
as rosy as many of 
primarily because we refused to 
look at the facts. We thought that 
if we kept our rose-colored glasses 
on long enough everything would 
change to that color. Yet, two 
years ago any reasonable com- 
putations of the reported financial 
positions of companies, adjusted 
for what wasn't in the reports, but 





Leonard Spacek 


us thought-—— 


which should have been, would 
have produced much different 
profit pictures from those re- 


ported to stockholders. Therefore, 
conditions have not changed as 
much as our current reports would 
lead us to believe. It is our state 
of mind that has changed. 


In March of 1956 a calculation 
was made which showed that the 
income reported for six different 
types of companies following the 
orthodox method of accounting, 
overstated the real earnings by 
from one-sixth to one-third. On 
the basis of the real price-earn- 
ings ratio, the stock, by any fair 
criterion, was selling at 25% to 
50% over its actual worth. The 
dividends paid out were from 45° 
to 85% of earnings rather than 
30% to 65% as reported. The ex- 
cess of market over book values 
had already discounted future 
earnings by periods of from 8 to 
28 years. In other words, it would 
take from 8 to 28 years to put into 
a business the value of the capital 
the market said. the stock was 





*An address by Mr. Spacek before the 
25th annual meeting of the National 
Paperboard Association, New York City, 
Nov. 12, 1957. 


worth. We were discounting non- 
existent earnings labeled: as 
“growth” so far in the future 
that some realism had, to be 
brought to bear sooner or. later. 

We in the accounting field have 
the habit of stressing technical 
and theoretical procedures but not 
keeping our eye on and evaluating 
the real influence of accounting 
reports on our economy. Most of 
our generally accepted accounting 
principles are based upon steward- 
ship accounting-——the same prin- 


_ ciples that, apply to an expense 


report prepared by an employee 
who goes on a business trip. This 
accounting does not concern itself 
with the basic values for which 
the money was spent—it is solely 
an accounting of how it was spent. 
This was a proper principle of 
accounting years ago when busi- 
nesses were small and owned by 
one family or individual, just a 
few people, or people who had a 
close association with the finan- 
cial side of the business. This was 
accountability by a bookkeeper to 
an owner. It was a concent of re- 
porting which was sufficient 50 
years ago but not today. 

Accounting has failed to keep 
pace with our economic system in 
its perspective. No general state- 
ment, of course, including this 
one, is ever entirely true. Ac- 
counting has, to a certain extent, 
tried to recognize certain eco- 
nomic factors that have changed 
during this period, but it has not 
recognized them aceording to 
their importance in our system of 
finances and government respon- 
sibility as they exist today. I 
would say at least one important 
over-all factor has been omitted 
from consideration. I believe this 
has resulted in the public’s being 
greatly misled by corporate fi- 
nancial reports generally. This is 
the effect of price-level changes 
which are not recognized in our 
financial reporting. 

I can’t say that this a¢counting 
has misled the astute investor be- 
cause he has known the conditions 
under which accounting reports 
were prepared. However, even he 
could not possibly have deter- 
mined the extent to which re- 
ported earnings overstated the 
actual results of operation. Even 
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The Challenge to 
Private Enterprise 


| ilanaal 


By SIDNEY J. WEINBERG* 
Senior Partner, Goldman, Sachs & Co., New York City 


| Prominent investment banker and public servant, noting 
Khrushchev’s challenges, warns of strategically devious efforts 
by our own socialists to destroy private enterprise. Condemns 
abuse when perpetrated by management as well as labor, main- 
taining that irresponsibility on the part of business will bring 
the roof down on its head. Strongly urges businessmen to 
serve their government, warning that the people get the kind 
of government they deserve, and that the price good men pay 
for neglect of politics is to be governed by their inferiors. 


No informed man today believes 
that he can pursue his narrow 
business objectives without regard 
for what is happening in the world 

around him. 
We have 
learned that 
the strength of 
our companies 
is drawn from 
the strength 
of the nation 
asa whole. 
When there 
are anti-social 
occurrences, 
all of us are 
hurt and we 
must all help 
to cure the 
bad effects. 
When our way 
of life is attacked, we must rally 
io the defense. The businessman, 
like all other Americans, must ac- 
cept the full duties of citizenship. 

This has always been true, but 
never more so than now. For our 
private enterprise system, our 
whole democratic way of life, has 
been challenged. We are living in 
very dangerous times. Those Rus- 
fian moons that have been spin- 
ning around the world night after 
night, often out of sight but never 
out of mind, are symbols of an 
advance which we must surpass— 
and I am sure we will. What is 
ahead is not, I believe, a struggle 
of war and destruction. It is a 
struggle between two ways of life, 
where our own thoughtlessness 
can be as much of an enemy as the 
passionate conviction of the Com- 
munists. 


Sidney J. Weinberg 


Krushchev in His Cups and Sober 

Mr. Krushchevy, in his cups, has 
faid, “You capitalists, I will bury 
you!” He has said, cold sober, on 
American television, “Your grand- 
children will all be Socialists.” 
More recently he said, “The next 
war would be fought on the Amer- 
ican continent.” 


Mr. Krushchev has shown that 
he is usually right in his own 
country, where might makes right. 
But about this country, he is 
wrong. He underestimates the 
strength of democracy and free- 
dom. We have a faith. We believe 
in the dignity of man, the child 
of God. And this faith makes the 
difference. 

As to the private enterprise 
eystem, it has provided its under- 
lying strength and its staying 
power as well as its astonishing 
productivity. Even the dictator 
Stalin grudgingly admitted that 
American productivity won World 
War II. 

As Charlie Wilson has indicated, 
i have spent 50 years in Wall 
Street. In these 50 years I have 
seen two world wars, several na- 
tional emergencies, depressions 
and panics. Yet after all the crises 
and the changes that have resulted 
from these upheavals, our eco- 
nomic system is still a free private 
en‘erprise system. 


A Peeple’s Capitalism 


It is true that the government 
nore active in many of our af- 





*“Remarks by Mr. Weinberg in accept- 
tug the 1957 Public Service Award from 


the Advertising Council at the Annual 
Hinner of the Council, New York City, 
Dec. 2, 1957. 





fairs than it used to be, and will 
continue to be increasingly active 
whenever there are _ persistent 
anti-social abuses. It is true that 
the structure of ownership of 
American industry has changed— 
for the better—so that practically 
everybody in the country is a part 
owner of industry, through insur- 
ance, pensions, savings, invest- 


| ment trusts, or stocks and bonds. 


It is also true that the benefits as 


well as the responsibilities of our 


economic system are so widely 
shared that it has become a Peo- 
ple’s Capitalism. It is still capi- 
talism, a system of free, competi- 
tive enterprise. 

The point I want to make this 
evening is that we can never take 
this private enterprise system for 
granted. Just because it has sur- 
vived severe crises in the past, 
and come out stronger and more 
productive than ever, does not 
mean that it will automatically 
survive in the future. 

The American people have 
shown, over and over again, that 
they prefer private enterprise to 
any form of a_ state-controlled 
economy. So opponents of private 
enterprise rarely admit opposition 
to it. Instead, they claim to be 
strengthening private enterprise 
by regulating and taxing away its 
vitality, distorting it with sub- 
sidies for particular groups, and 
erecting obstacles to its normal 
operation and growth. 

Let us make distinctions. Not 
every criticism of business is an 
attack on the free enterprise sys- 
tem. Not every change in the laws 
affecting business is a step toward 
socialism; many have been neces- 
sary and in the public interest. 
We must distinguish between 
those changes that are normal 
evolutions of a free society, and 
those changes which tend to 
destroy the foundations of liberty. 
Sometimes the attacks are obvious 
and more often they are not. 


Danger From Within 

The defense of the basic prin- 
ciples of our economic system is 
inseparable from the defense of 
the whole American concept of 
liberty, and yet the greatest dan- 
ger does not come from those who 
attack the principles of private en- 
terprise, for their cause is basic- 
ally a weak cause. A more deep- 
seated peril is in the possibility 
of weakness within the system it- 
self. Any signs of narrow selfish- 
ness and irresponsibility in busi- 
ness, particularly among the lead- 
ers of the business world, will 
weaken the people’s faith in the 
integrity of the whole business 
system. The public will take dras- 
tic steps to correct abuse, as we 
have seen many times in the his- 
tory of our country. Some of their 
correctives are sound improve- 
ments, but too much tinkering 
with so-called correctives could 
destroy the whole system. This 
is what we must guard against. 


Devious Socialist Attacks 

We have our native socialists 
who actually prefer government 
operation of business rather than 
private enterprise. The struggle 
between public and private elec- 
tric power is a struggle between 
socialist and capitalist convictions, 
no matter how the opponents 
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describe themselves. And _ that 
same battle is now underway in 
the new atomic power industry. 


Some people, realizing that the 
power to tax is the power to de- 
stroy, are willing and anxious to 
use this power against the busi- 
ness system. The proposal to in- 
troduce a system of graduated in- 
come taxes on corporations is 
made to look like a harmless ef- 
fort to help small business. The 
real effect of this proposal would 
be ‘to starve the profit system and 
force into the hands of the gov- 
ernment the responsibility for 
raising and distributing capital. 
If this tax proposal is sold to the 
American people, it will be a ma- 
jor blow to our country’s security 
as well as its business system. 

Another example: it is foolish 
and dangerous to attempt to break 
up the country’s leading corpora- 
tions because of their size. With- 
out these large-scale organiza- 
tions, the United States would be 
a second-rate power, with a much 
lower standard of living and a 
much, much weaker’ defense 
against aggression. Yet if any of 
these companies tries to throw its 


weight around, the people will 
show no patience. The people 
have the power, at the market- 


place and at the voting booth, to 
bring any company to its knees. 
This sobering fact is well appre- 
ciated in the managements of most 
large corporations today. But the 
danger here is that any irrespon- 
sibility in a few high places will 
bring the roof down on all com- 
panies large and small, even 
though most of them show a sense 
of integrity and public responsi- 
bility. 


A Plague on Both Labor and 
Corporate Abuse 

Sometimes it is just the sym- 
bols of irresponsibility that can 
anger the public and can make it 
doubt whether any businessman 
can be trusted. Recently at the 
McClellan Senate Committee hear- 
ings, some unusual labor practices 
by a few important companies 
were disclosed, as well as some 
very bad and criminal actions by 
some labor unions. Neither can be 
condoned. Also before another 
Senate Committee the question of 
excessively high corporate salaries 
and bonuses was brought out — 
salaries and bonuses which really 
gave the recipients very little ad- 
ditional take-home pay after taxes. 
In the light of these incidents, is 
it any wonder that politicians find 
support for more controls over 
corporate management when seme 
few companies show such a lack 
of judgment and restraint? Being 
a member of the board of direc- 
tors of several companies, I am a 
strong believer in financial in- 
centives, such as stock options and 
profit incentive plans for manage- 
ment, plans that are for the over- 
all good of the company, its cus- 
tomers, its employees, and _ its 
stockholders. These plans are 
necessary modern tools of man- 
agement because they are a way 
of attracting and keeping out- 
standing men. But all such plans 
must be fair and reasonable. 


The High Obligation of 
Government Service 

It is the duty of the business 
leader to give some share of his 
time and talent to the public serv- 
ice, both before and after retire- 
ment, at the national, state, or 
local level. It is also one of the 
most satisfying experiences a man 
can know. In my opinion, public 
service is the highest 
citizenship. 

Let me emphasize that 
point. I have served as a 
time bureaucrat in Washington, 
and I have also been on many 
civic committees in my home town 
of Scarsdale. These local assign- 
ments do not have the scope of 
the national assignments, but they 


form of 


last 
full- 
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Changing Patterns in 
The Automobile Market 


By BYRON J. NICHOLS* 


General Manager, Group Marketing 
Chrysler Corporation, Detroit, Mich. 


Chrysler official contends American public wants ever bigger 
and plushier automobiles despite rising sales of small foreign 
cars. Commenting on current upgrading lower-priced cars into 
medium-priced cars, Mr. Nichols notes this is being countered 
by intensified selling of lower-priced models in virtually all 
medium-priced lines. Heavy new demands upon financing is 
found to require need for wholesale credit, and a better under- 
standing of financing by dealers in order to change business 
failure into success. 


It is, of course, unnecessary ‘or 
me to discuss how important fi- 
nance people are to all of us who 
are associated with the automobile 
industry. Our 
business has 
grown to its 
present place 
in the econ- 
omy of this 
country and 
in the econ- 
omy of the 
world through 
a dynamic 
combination 
of volume pro- 
duction, vol- 
ume selling 
and volume 
financing. 
Proper financ- 
ing gives us a chance to help keep 
that combination in good working 
order. We can do so by reporting 
on conditions and problems as 
we see them from our respective 
points of view. In this way we 
can all know better where we 
stand and where we are headed. 


| Byron J. Nichols 


I am going to discuss a few 
major trends in the automobile 


business as I see them from the 
Detroit point of view. This will 
include some remarks on con- 
sumer finance. And finally, I will 
take a quick look at potential fu- 
ture markets. 


Rapid Changes 

In giving my views, I have no 
special formula to sell. My only 
message is this—the automobile 
business has been changing very 
fast in virtually every phase of 
its activity—and it will, of course, 
go right on changing. This means 
that all of us are going to have 
to be fast on our feet to adapt 
our plans and tactics to changing 
patterns of activity. But right 
along with the problems that are 
sure to come with the changes, 
we can also look forward to a big 


and steady overall expansion in 
the size of the business and all 
its associated activities, 

When automobile men. talk 
about changing trends in the 
wutomobile market, one of the 


subjects they bring up most fre- 
quently concerns the existence of 
the spring selling peak. Is it still 
there or not? And if not, why not? 

Even as recently as last spring 
many people were still definitely 
Waiting for that big traditional 
April bulge to show. And in 1956 
some of the most experienced 
men in the business attributed at 
least some of the decline from the 
1955 level of activity to a late 
spring. There is very strong evi- 
dence, however, to show that the 
April peak—as well as the tradi- 
tional let-dawn in the third quar- 
ter — have been virtually elimi- 
nated. 

What seems to have happened 
is this: 

(1) The April peak, which was a 
consistent feature of the prewar 
market, has virtually disappeared, 
Our studies show that in the last 
10 postwar years, 1948 through 
1957 despite the diversity of 
conditions, including Korea. con- 


trols, recession, and boom—there 





“Aa address by Mr. Nichols before the 


American Finance Conference, Washing- 
ton, D. C, 





is no year in which April sales 
have been appreciably higher 
than those of March. 

(2) The second important 
change concerns sales in the third 
quarter. In the prewar years, the 
third quarter sagged definitely 
below the second quarter. But in 
the postwar yvears the third quar- 
ter has strengthened and tended 
to approximate the levels of the 
second quarter. In the nine years 
for which we have data, 1948 
through 1956, in only one year, 
1952, did third-quarter sales sag 
so as to follow the prewar pattern. 

(3) In effect, the typical patfern 
for the sales year now seems to 
be set in March, and from then 
on through to the introduction of 
new models there appears to be 
no major dip in sales. Even then, 
there is no appreciable sag until 
January. 

It may be premature to say that 
the April peak and the third- 
quarter let-down have definitely 
disappeared for good. It could 
easily happen, for instance, that 
exceptionally bad weather in the 
first three months, combined with 
unusually good weather in April, 
could create an April peak in a 
single year that would look like 
a return to the old pattern. By 
and large, however, it does seem 
clear that the industry has gone 
a long way toward taking the sea- 
sonality out of its operations. This 
has brought benefits to just about 
everyone associated with the 
business. That includes employees, 
who have steadier work; dealers, 
who can get away from the feast- 
or-famine type of market they 
once knew; suppliers, who can 
schedule production on a more 
level year-’round basis; and you 
people in the financial commu- 
nity, who find the demand for 
your resources and services rela- 
tively consistent from season to 
season. In short, it has meant 
greater efficiency from one end 
of the business to the other. _ 

It is worth mentioning that this 
result did not come about by 
chance, 

We know that it was achieved 
through the development of the 
all-season closed car and the all- 
season use of streets and high- 
ways; through the switch of new- 
car introductions from January to 
the fall months; and through an 
increased emphasis on selling 1" 
the third quarter. Any way you 
look at it, this is a great accoim- 
plishment, and one we Can be 
proud of. Now maybe something 
can be done about that sag 2 
January and February. lt looks 
as if that job will have to be done 
by the marketers, if it’s done at 
all. We aren’t making any prom-~ 


ises, but I can assure you the 
problem is very much on ow! 
minds. 


Adding Equipment 
Another change that has es 
taking place in the automob! © 
market is the trend toward th 
purchase of cars with an increas” 


ing number of power assists an” 
other premium features. Phi 
trend affects the whole busines 


profoundly. It affects in a Vele 
important way the retail prices © 
"f 
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Toward Budget Balancing 
With Flexibility 


By HON. ROBERT B. ANDERSON* 
Secretary of the Treasury 


Secretary Anderson strongly endorses budget balancing, but 
with flexibility, including prudent expenditure in order of 
priorities and freedom from doctrinaire preconceptions. Main- 


tains strong defense depends 


on healthy economy. States 


capital formation is crucially important; and cites great con- 
tribution of our recent rises in aggregate of savings, domestic 
investment; and capital growth to the enormous expansion of 


our free American economy. 


Hails popularity of Savings 


Bonds, particularly in the small denominations, as vitally 
important in the Treasury’s debt management task. 


This period in history is a major 
opportunity that we as individuals 
have to contribute to the improve- 
ment of man’s well-being. In our 

time we may 
well help to 
determine for 
many genera- 
tions to come 
the form in 
which people 
can best be 
governed. 
This truly is 
an age of re- 
sponsibility. 
One key ‘to 
the success of 
Our nation, in 
its govern- 
ment and in 
its economic 
life, has been the willingness and 
ability of the American people.to 
accept self-discipline and respon- 
sibility. Our generation can be no 
exception. 


We in America do not accept 
the alien philosophy which places 
the source of power in a dictator 
or in a monolithic state. Here, 
each new generation grows up in 
the knowledge that*the power to 
govern and to act rests with our 
millions of free individual citizens. 


Robert B. Anderson 


Freedom Entails Responsibilities 


This is freedom—at a far end of 
the scale from the regimented ex- 
istence of a dictatorship. But with 
this freedom go heavy responsi- 
bilities, resting on each one of us 
individually and on every group 
participating in our national life. 
It rests upon businessmen, work- 
ers, farmers, investors, housewives 
—and government. All of us must 
rise above the transient and trivial 
to follow a course of action de- 
signed to provide necessary secu- 
rity as well as to better the lot of 
all of our people. 


Such a course is not easy. It 
demands living with facts as they 
are. We cannot subscribe com- 
pletely to the cliche that “history 
repeats itself.” Such a doctrine 
has its limitations: We must make 
hard choices based on a multitude 
of complexities, none of which can 
be pushed aside or considered 
apart from the others. 

There is much discussion these 
days about such things as the 
course of our Government in 
meeting its many responsibilities 
and financing them. I believe we 
must be governed by sensible 
flexibility, First, we must be real- 
ists. We must not operate from 
pat or doctrinaire: positions. We 
must judge our problems in the 
light of conditions as they exist. 
Decisions will have to be based 
upon the best collective judgment 
that can be brought to bear upon 
our problems in view of all the 
information available at the time 
we have to decide. 

Maintaining a balanced budget 
is of great importance to our na- 
uuonal welfare. So also is keeping 
Our expenditures within reason- 
able and prudent limits. We must 
do everything we can to continue 
to achieve a budgetary balance 


and to insure that expenditures 
are in order of priority for our 
—$__. 


f “Remarks by Secretary Anderson be- 
sore Annual Dinner ef the Advertising 
~ouncil, New York City, Dec. 2, 1957. 


national good and within the 
framework of a sound economy. 
But we cannot indulge in prejudg- 
ment of the collective determina- 
tions of the executive departments 
and the Congress nor adhere to 
absolute rigidity. Ours is the more 
difficult task of using judgment 
and reason, We must try to fathom 
the future needs of our country, 
the course of our economy, and 
try .to be practical and objective 
in the multitude of separate deci- 
sions we make. 

Ir want to make it quite clear 
that we at the Treasury are never 
going to take any positions which 
are inimicable to the defense of 
our country as such defense is de- 
termined by the people respon- 
sible in that field. But, in the same 
breath, I would say. that a strong 
defense can only. be: maintained 
over an unknowable period ° of 
time by a strong economy. 

Our military and our economic 
strength are inseparable. The 
Communist world would welcome 
the neglect by us of either. 


What’s Ahead? 


What are the prospects for our 
economy remaining strong in the 
months and years ahead? 

We all spend a good deal of our 
time looking at the various items 
which go into the plus and minus 
side of the ledger of our economic 
health. It is generally agreed that 
some phases of our economy are 
going through a period of read- 
jusiment. But we have made great 
readjustments in our economy in 
recent vears without serious im- 
pact on our total economy. 

I am confident that today we 
have the basic ingredients for a 
healthy and growing economy 
which can continue te provide not 
only security but an improving 
standard of living for future gen- 
erations of our people. 

I think times like these demand 
that both the Government and in- 
dividuals of our nation use disci- 
plined reason, 

I repeat, I am confident that 
this nation will continue to exer- 
cise that measure of prudence, 
discipline, and enlightened judg- 
ment which will assure us both a 
strong and adequate defense and 
a strong and virile economy for 
the imponderable future. 

Instinctively we know this: as 
a nation we have lived with the 
responsibilities of self-government 
for nearly 200 years. We have met 
the challenge of war and of an 
uneasy peace. We have faced up 
to the problems of civil strife, of 
economic insecurity, of technolog- 
ical change and a host of others, 
as they have developed. 

At times, events have permitted 
us to act slowly. Mistakes could 
be corrected from time to time. 

3ut we are not living in such a 
period today. The relatively quiet 
years which ushered in the pres- 
ent century seem almost as remote 
in 1957 as the classic age of Greece 
and Rome. 

What then the basic reason 
why today we must—each of us 
exercise high responsibility? 

It is this. 

Both Military and Economic 

Necessary 
our modern 
tension 


is 


In 


tional 


of interna- 


tech- 


age 


and 


rapid 


nological change, we must have 
the responsibility to see to it that 
our two basic strengtns—military 
and economic — flourish siae by 
side. An adequate military posture 
must be backed up by a produc- 
tion mechanism which is not only 
basically strong, but is also quick- 
ly adaptable to each new scientific 
advance. We must keep our win- 
dows open on the world—to para- 
phrase Peter the Great’s remark 
about the West. 

Our world today is one of prog- 
ress and change. Our competitive 
system encourages innovation—a 
constant seeking to find better 
techniques, to use new processes, 
to probe néw frontiers of knowl- 
edge. The spur of competition is 
one of our most precious assets, 
and it is one which no directed 
economy can duplicate. But to 
match the results of ruthless, 
state-controlled planning, we must 
put our hearts and souls into de- 
veloping the full potential of our 
free economy. 

A singular aspect of a competi- 
tive ard dynamic economy results 
from the willingness of free peo- 
ple to save and invest a part of 
their earnings. . 

Let us look at savings, first his- 
torically and then to gauge some 
measure of its importance to our 
productive system and to our way 
of life. 

In the beginning, in fact up un- 
til about 1850, muscle power of 
animals and humans accounted 
for almost two-thirds of the work 
done in the American economy. 
Inanimate sources, such as steam, 
wind and falling water, accounted 
for the remainder. 

Today the need for. actual 
muscle power of either humans or 
animals has been drastically cur- 
tailed. Almost all of the actual 
productive work energy of the 
country comes from machines un- 
der the management and watchful 
care of skilled people. Yet even 
with tndis substantially decreased 
need for actual human work 
energy, our citizens are incom- 
parably better off in both working 
conditions and living standards 
than they were a century ago. 


Enormous Increase in Productive 
Machinery 


Our productive machinery was 
largely built from savings. They 
came first from Europe. Then 
they were set aside out of hard- 
won earnings along our Eastern 
seaboard and helped finance the 
West. Now every area in this 
country is a source of investment 
funds and most families are mak- 
ing enough money to set aside 
some part of it in savings. The 
average family income today is 
well over $5,000. 

A quick look at some of the 
figures on capital growth in this 
country points up clearly the vital 
position of savings in our free 
American economy. 

Estimates have been made— 
very rough estimates, for the early 
years—of the gross capital invest- 
ment of private businesses and 
individuals in this country be- 
ginning with the period just after 
the Civil War. In the total span 
cf 90 years covered by these esti- 
mates, gross private domestic in- 
vestment amounted to about $1,075 
billion — more than one trillion 
dollars! 


A third of this total—about $375 
bilion—was invested in the pe- 
riod up through 1929. The ’thirties 
and World War II, together, added 
another $125 billion. 


But some measure of the tre- 
mendous expansion of our indus- 
trial potential in the years since 
World War II can be gained from 
the fact that over half of our total 
gross private investment since the 
Civil War—about $575 billion— 
occurred in the 12 years 1946- 
1957. Higher costs and prices, to 
be sure, have played a part. But 
in these same 12 years, the phys- 
ical volume of production went 
up. 65% and total civilian employ- 
ment increased by about one 
quarter. 

Of this total investment of $575 
pillion, over $340 billion went 
into business plant and equipment 
and more than $45 billion went 
into improving our farms—more 
farm structures, nore mechanical 
equipment, improved production 
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processes. A record $135 billion, 
approximately, went into residen- 
tial construction—and the dollar 
amounts here, of course, tell only 
a small part of the story of im- 
proved living conditions. 

These figures on the growth of 
our economy during the past cen- 
tury, and in recent years, are often 
taken more or less for granted. 
We tend to forget that this phe- 
nomenal expansion had to be fi- 
nanced primarily from savings— 
by diverting part of the business 
and personal income stream from 
current spending into savings and 
investment channels. In the 12 
postwar years which I previously 
mentioned—1946 through 1957— 
almost one-third of the total flow 
of savings—about $175 billion— 
represented personal savings 
alone. The millions of individual 
decisions to save and invest which 
lie behind this total constitute a 
basic source of our economic 
power. 


The product of saving is by no 
means exclusive to the field of 
materialistic productivity. It is 
translatable as well into all forms 
of better living. 


Increase in Home Ownership 


As a further result of personal 
savings, home ownership has in- 
creased tremendously in the past 
decade, and non-farm ownership 
has increased by almost 17% in 
just the past four years. Last year, 
60% of the total dwelling units 
in use were owner-occupied. 
Three-fourths of all families—or 
technically speaking, spending 
units—surveyed by the Feceral 
Cee ty: this spring had accumu- 
ated liquid assets or marketable 
securities. These assets mean in- 
creased security for families and 
individuals. 

Savings mean opportunities for 
better education. They provide 
for increased travel and for leisure 
time. As man learns to work more 


efficiently, to utilize new and ex- 
panding sources of energy, to cre= 
ate better machines for produce 

Continued on page 24 
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This announcement is 


The Pro pectits 


BACHE & CO. 
F.S. SMITHERS & CO. 





H. HENTZ & CO. 


December 4, 1957 





Price 100.492% 


BEAR, STEARNS & CO. 
R. W. PRESSPRICH & CO. 


BALL, BURGE & KRAUS 
NEW YORK HANSEATIC CORPORATION 


STERN BROTHERS & CO. 
BACON, WHIPPLE & CO. 


not an offer to sell or a solicitation of 
The offering is made only by the Prospectus. 


$20,000,000 


Virginia Electric and Power Company 


First and Refunding Mortgage Bonds 
Series N 444%, due December 1, 1987 


Dated December 1, 1957 





mav be obtained in any State in which this announcement 
of the unders ‘gned and other dealers as may la wfiully off: r these securities in such 


HALSEY, STUART & CO. INc. 


GREGORY & SONS 


AUCHINCLOSS, PARKER & REDPATH 


FAHNESTOCK & CO. 
HIRSCH & CO. 


an offer 


and accrued triterest 


DICK & MERLE-SMITH 
SPENCER TRASK & CO. 
SHEARSON, HAMMILL & CO. 


THE ILLINOIS COMPANY 
WM. E. POLLOCK & CO., INC. 
VAN ALSTYNE, NOEL & CO. 
J.C. BRADFORD & CO. 





to buy these securities. 








is circulated from only such 
! State, 


IRA HAUPT & CO. 


INCORPORATED 
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Dealer-Broker Investment 
Recommendations & Literature 


it is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Atomic Energy and Uranium—Report—Leason & Co. Inc., 39 
South La Salle Street, Chicago 3, Ill. 


Atomic Letter (No. 32)—Discusses Atomic Development Fund’s 
participation in missiles and rockets—contains text of U. S.- 
British joint statement on fusion and comments on Nuclear 
Chicago and Harshaw Chemical Company—Atomic Deveiop- 
ment Securities Co. Inc., 1033 Thirtieth Street, N. W., Wash- 
ington 7, D. C. 


Bank & Insurance Stecks—Circular—Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 


Bull Market in Bonds—Discussion—Park, Ryan, Inc., 70 Pine 
Street, New York 5, N. Y. 


Burnham View — Monthly investment letter — Burnham and 
Company, 15 Broad Street, New York 5,'N. Y. Also avail- 
able is current Foreign Letter. 


Buy, Sell or Hold—List of suggestions—Bache & Co., 36 Wall 
Street, New York 5, N. Y. ' 


Cash Dividends Every Three Months up to 93 years—Pamphlet 
—New York Stock Exchange, New York 5, N. Y. 


Executive Mutual Fund Program for possible capital growth— 
Kidder, Peabody & Co., 10 East 45th Street, New York 17, 
N. Y. ‘ 


Investing in the Drug Industry — ‘Analytical brochure — Har- 
ris, Upham & Co.,, 120 Broadway, New York 5, N. Y. Also 
available is a report on Standard Brands, Inc. ) 

Japanese Stocks — Current information — Yamaichi Securities 
Company of New York, Inc., 111 Broadway, New York 7, 
New -York. 

Japan’s International Accounts—Discussion in current issue of 
“Nomura’s Investors Beacofi’—Nomura Securities Co., Ltd., 
61 Broadway, New York 6, N. Y. Aliso in the same issue are 
discussions of the Shipbuilding and Gasochemical Industries. 


Life Insurance Stocks—Pamphlet—John C. Legg & Company, 
22 Light Street, Baltimore 3, Md. 


Market Review—Wiutn a discussion of Stocks for Income with 
Defensive Strength—Harris, Upham & Co., 120 Broadway, 
New York 5, N Y. 

Municipal Bonds for the Individual — Discussion — New York 
Hanseatic Corporation, 120 Broadway, New York 5, N. Y. 


Over-the-Counter Index—Folder snowing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
uy Quotation Bureau, Inc., 46 Front Street, New York 

Rails vs. Industrials—Discussion in current issue of “Market 
Letter”—Hayden, Stone & Co., 25 Broad Street, New York 4, 
N. Y. Also in the same issue is a discussion of Investment vs. 
Speculation and several “buy recommendations.” 

Recommended Procedures in Writing Up Stock Sales—Pamph- 
let—U. S. Stock Transfer Corporation, Boston Building, Den- 
ver 2, Colo. 

Securities Outlook for the investor and business executive— 
— > H. Walker & Co., 1 Wall Street, New York 5, 
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Southern California—Summary of business conditions—Secur- 
ity-First National Bank, Box 2097, Terminal Annex, Los 


Angeles 54, Calif. 


: wore ‘rent 
Stocks for Christmas—Some package suggestions—In curren 
issue of “Gleanings”—Francis I. du Pont & Co., 1 Wall Street, 


New York 5, N. Y. 


‘ ; Tax 
Tax Saving Strategy for Investors by the J. K. Lasser 1 
Institute—American Visuals Corp., 460 Fourth Avenue, New 


York 16, N. Y. 25c per copy. 


Abbott Laboratories—Bulletin—Joseph Faroll & Co., 29 Broad- 


way, New York 6, N. Y. 


Air Products Inc.—Memorandum—Shearson, Hammill & Co., 
“14 Wall Street, New York 5, N. Y. 

Air Reduction Company—Discussion in market letter—McDon- 
nell & Co., 120 Broadway, New York 5, N. Y. Also in the 
same letter are discussions of Texas Instruments, Inc., Union 
Bag Camp Paper Corp., Corn Products Refining Company, 
and Fansteel Metallurgical Corp. 

American Cyanamid Company—Data—Oppenheimer, Vanden 
Broeck & Co., 120 Broadway, New York 5, N. Y. Also in the 
same circular are data on Lehn & Fink Products Corpora- 
tion, Mississippi River Fuel Corp., Pure Oil Company and F. 


W. Woolworth Company. 


Champlin Oil & Refining Co.— Analysis — Purcell & Co., 50 


Broadway, New York 4, N. Y. 


Federated Department Stores, Inc.—Memorandum—A. M. Kid- 
der & Co., 1 Wall Street, New York 5, N. Y. Also available 
is a memorandum on Standard Oil of California. 

Food Machinery & Chemical — Analysis — du Pont, Homsey & 
Company, 31 Milk Street, Boston 9, Mass. 

ITE Circuit Breaker Company — Analysis — Amott, Baker & 
Co., Inc., 150 Broadway, New York 38, N. Y. Also in the 
same bulletin are brief analyses of American Tobacco Co., 
Safeway Stores, Inc., Pennroad Corporation, Public Service 
Co. of New Mexico and Bausch & Lomb Optical Co. 


Lone Star Trust Company—Report—Peterson & Company, 3511 


Main Street, Houston 2, Tex. 


Louisiana Land & Exploration Co.—Memorandum—H. Hentz & 
Co., 72 Wall Street, New York 5, N. Y. 


Louisville & Nashville Railroad Company—Report—Thomson 
& McKinnon, 11 Well Street, New York 5, N. Y. 


J. Ray McDermott & Co., Inc.—Report—The Milwaukee Com- 


pany, 207 East Michigan Street,. Milwaukee 2, Wis. 


Also 


available is a report on Collins ‘Radio Company. 


Pioneer Natural Gas .Co.—Memorandum—Rauscher, Pierce & 
Co., Mercantile Bank Building, Dallas 1, Tex. 


Polaroid Corporation—Analysis—Dreyfus & Co., 50 Broadway, 


New York 4, N. Y. 


Pubco Petroleum Corporation — Analysis — Taylor, Rogers & 
Tracy, Inc., 105 South La Salle Street, Chicago 3, III. 

Steel Company of Canada Ltd.—Review—James Richardson & 
Sons, 173 Portage Avenue, East, Winnipeg and Royal Bank 


Building, Toronto, Canada. 


Also available are studies of 


Canadian Nickel Stocks, Canadian Life Insurance Companies, 


and Canadian Iron Industry. 


Yuba Consolidated Industries, Inc.—Bulletin—De Witt Conklin 
Organization, 120 Broadway, New York 5, N. Y. 














Banks, Brokers, Dealers— 


“Space- Age” Stocks 
We position and trade... 


Advance Ind. Dynamic Corp. Am. Pfd, Lithium Corp. 


Aerovox Corp. Eastern Ind. Machlett Labs. 
Airberne Instr. Eleo Corp. Mallinckrodt Chem. 
Aircraft Radio Electronic Assoc. Metals & Controls 
AMP, Inc. Electronic Spec. Mid Western Instr. 
poe ay Corp. Epsco, Inc. Orradio Ind. 

Pa on Corp. High Voltage Eng. Perkin-Elmer 
Baird-Atomic ‘ 

Hycon Mfe. Radiation Inc. 


Beryllium Corp. 
Brush Beryllium 
Burndy Corp. 


Johnson Service 
Leeds & Northrup 
Collins Radio Ling Electronics 
Craig Systems Ling Industries 
Cramer Controls Liquidometer Corp. 


Sprague Elec. 
Tracerlab 
Victoreen Instr. 
Vitro Corp. 
Vocaline 


TROSTER, SINGER & Co. 


Members New York Security Dealers Association 


74 Trinity Place . New York 6, N. Y. 
HAnover 2-2400 Teletypes NY 1-376-377-378 
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: Business 
Man’s 


q Bookshelf 


Airline Traffic and Financial Data 
—Quarterly review—Air Trans- 
port Association of America, 
1107 Sixteenth Street, N. W., 
Washington, D. C. (paper). 


Good News for Stroke Victims — 
Elizabeth Ogg — Public Affairs 
Committee, 22 East 38th Street, 
New York 16, N, Y. (paper) 25c. 


Precision Equipment Manual — 
Pamphlet — Precision Equip- 
ment Co., 4411 D Ravenswood 
Avenue, Chicago 40, Ill. (paper). 


Where and When of California 
Fruit and Nut Crops—Maps and 
calendars showing production 
areas and harvest seasons — 
inanual 20—University of Cali- 
fornia, Agricultural Publica- 
tions, 22 Giannin Hall, Berkeley 
4, Calif.—$1.00. 
































Some Economic Problems of Pub- 
lic Enterprises in India — 
Parmanand Prasad—H. E. Sten- 
fert Kroese N. V., 38 Pieters- 
kerkhof, Leiden, Holland 
(cloth) £.14.50 (Dutch guilders). 


Tax Saving Strategy for Investors 
—J. K. Lasser Tax Institute— 
American Visuals Corp., 460 
Fourth Avenue, New York 16, 
N. Y. (paper) 25c (quantity 
prices on request). 


COMING 
EVENTS 


In Investment Field 








Jec. 1-6, 1957 (Hollywood Beach, 
Fla.) 


Investment Bankers Association 
Annual Convention at Holly- 
wood Beach Hotel. 

Jan. 17, 1958 (Baltimore, Md.) 
Baltimore Security Traders As- 
sociation 23rd annual mid- 
winter dinner at the Southern 
Hotel. 

Jan. 27, 1958 (Chicago, Il.) 

Bond Traders Club of Chicago 
annual Midwinter Dinner at the 
Sheraton Hotel. 

April 23-25, 1958 (Houston, Tex.) 
Texas Group Investment Bank- 
ers Association annual meeting 
at the Shamrock Hotel. 

June 9-12, 1958 (Canada) 
Investment Dealers’ Association 
of Canada annual convention at 


Manoir Richelieu, Murray Bay, 
Quebec. 


Sept. 29-Oct. 3, 1958 (Colorado 
Springs, Colo.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Broadmoor. 


Nov. 2-5, 1959 (Boca Raton, Fla.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Boca Raton Club. 


—_cy 2 
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 orif you're feeling queerly) 





have a checkup yearly 


Many cancers can be cured if 
detected in time. That’s why 
it’s important for you to have 
a thorough checkup, including 
~’ achest x-ray for men and 
a pelvic examination for 
women, each and every 
year,..no matter how 

well you may feel. 
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Nobody Seems to 
Want Preferred Stocks 


By CURTIS V. ter KUILE* 


The neglect of good quality preferred stocks at this time 
mystifies Mr. ter Kuile who sees excellent opportunities and 
advantages in such investments for those desiring to conserve 
capital, reduce hazard of future dividend cuts, and, yet, have 
flexibility, diversification, marketability, and opportunity for 
capital gams. The author accounts for occurrence of high 
yields, and offers criteria to guide selection of preferred stock. 


Nobody, but nobody, wishes to 
buy preferred stocks today, and 
that may possibly be the best rea- 
son why preferred stocks appear 
to offer such ' 
excellent in- 
vestment op- 
portunities. 
Trading in 
this class of 
security is 
hardly worth 
mentioning 
and most of 
the new 1957 
lows each day 
are registered 
among the 
preferred 
stocks. Ever 
if they are 
conv ertible, 
they do not escape unless the con- 
version price is close to the mar- 
ket. 

The preferred stock offers a 
neat balance between the ex- 
tremes of common stock volatility 
and high grade bond stability. It 
should ordinarily yield less than 
the common stock of the same 
corporation, because it is consid- 
erably safer, particularly when 
equipped with a cumulative divi- 
dend. Moreover, even the best 
common stocks can conceivably 
cut their dividend rate; if a high 
grade preferred stock does so, it 
not only ought to be ashamed of 
itself, but also has to make it up 
later or face all sorts of trouble. 
In fact most well managed cor- 
porations, if obliged to cut the 
preferred dividend, hasten to pay 
off the difference as soon as pos- 
sible. An example of this proce- 


Curtis V. ter Kuile 





*The writer is a graduate mechanical 
engineer, Cornell University. He has been 
engaged in engineering and the invest- 
ment business for many years and is a 
member of the Cornell Engineering So- 
ciety and the New York Society of Secu- 
rity Analysts. 
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dure may be offered with regard 
to United States Steel 7% pre- 
ferred stock. The company was 
obliged to reduce the quarterly 
dividend from $1.75 to 50c in Feb- 
ruary, 1933, but re-established the 
regular rate in 1936 and had paid 
off the arrears by Aug. 31, 1937. 
On the other hand certain corpo- 
rations have been known to cut 
off the preferred dividend and let 
years go by without making any 
move to restore it, although it was 
being covered by a good margin. 
That is why it is not generally 
good business to buy non-cumula- 
tive preferred stocks or those with 
no clause in their Charter permit- 
ting holders to elect a certain 
number of their own choice of 
directors in case of chronic failure 
to make dividend payments. 


Accounts for High Yields 


One important reason why both 
bonds and preferred stocks are 
selling at such relatively high 
yields today is, of course, tight 
money. A second reason is that 
so many persons believe that the 
monetary situation in our country 
is inflationary and they wish to 
invest in growth stocks; oils, 
metals and other things that might 
keep pace with inflation. The 
third reason for high preferred 
stock yields is that one of the 
principal class of customers for 
that type of security, namely the 
fire and casualty insurance com- 
panies, have no free money for 
the purpose. Their business losses 
have been too high. Fire losses 
during the first half of 1957 
amounted to $550,155,000, a record 
high, and up 6.3% from the first 
six months of 1956. Conditions 
in that industry are terrible and 
reports are circulating that the 
only reason the number of busi- 
ness failures is not much higher 


than published figures show is 


Market Current 
Rating* 11/29/57 Yield Difference 
Aaa Consumers Power Ist 278%--1975 86 3.34% ; 
A “ as $4.50 Pfd. ...-- 91 4.94% 1.60% 
A Atch. Top. S. F. Adj. 4% —~--1995 9213 434% 
BBB * - eS | Rigs 3] 5.56 % 1.22% 
Aaa Balt. Gas & El. Ist 314%-_-_1990 81 4.00% 
A “ “ 414% Pfd._.--- 92 4.89% 89% 
Aa Aluminum Co. Deb. 414% 1982 100 4.25% : 
A “ “ Bete Pee aaoe 8215 4.44% 19% 
Aaa Cincinnati G & E 1st 4's %-~-1967 97 4.25% 
A “ “ Gy Fes ancus. 87 4.60% 30 % 
Aa Dayton Pr. & Lt. ist 254% --1975 8415 3.25% 
BBB “ “ 3.75% Pfd. “A” 75 5.00% 1.75% 
Aaa General Motors Deb. 344% 1979 9214 3.51% 
A “ e Se Palle duane 19615 469% 1.18% 
Aa Pacific Gas & E. Ref. 412% 1986 100% 4.48% ; 
BBB “ “ 414% Pfd. ---- 213%, 1% 68% 
Aaa Philadelphia El. Ref. 254%-1974 85 3.24% 
A " 4.68% Pfd. ---.- 96 4a 1.63% 
A Sylvania Elec. Deb. 4% _.1978 93 4.30% 
BB “ és $4.00 Pfd. ---- 73°54 5.42% 1.12% 
Aa Union Electric Coll. 375% 1971 92 4.20% if 
BBB so eg 2 fy. es 881%, 5.09% 89% 
Aa Virginia Elec. Ref. 2°4%-1975 85 3.23% : 
BB “ 6 $5.00 Pfd. .---- 101 4.95% 1.72% 
A Flintkote Deb. 4°s %-1977 100 4.37% 
BBB “ ie $4.00 Pfd. ____- 84 4.76% 39% 
Aaa Atlantic Refg. Deb. 344% 1979 93 3.49% 
A aes ” 3.75% Pfd. ---- 8115 4.59% 1.10% 
Aaa Kansas City P & L Ist 2%41%--1976 83% 3.29% 
A “ “ 414% Pfd. ---. 92 4.89% 1.60% 
Aa Union Pacific RR. Deb. 273% 1976 8114 3.52% 
A “ 6 , os, 7% 5.07% 1.55% 
Aa Virginian Ry. Ref. 3%-~--1995 78% 3.81% 
A “ “ ee ae 1024 5.56% 1.75% 
A Southern Ry. Cons. 5%--1994 105 4.76% 
BB “ 6 9% Pid. ..s<a< 1648 5.56% 85% 


Moody rating for bonds; Fitch rating for stocks, 


because of this “heavy smoking,” 
with the thought that more money 
may be rescued from a poor busi- 
ness venture by having a fire than 
a bankruptcy. 

The casualty people are 
harassed by all of those automo- 
bilists running into each other and 
over pedestrians. It has gotten 
so that a good Fourth of July or 
New Year’s celebration can cost 
them a million dollars. They claim 
that the cost of new automobiles 
and their repair bills has grown 
all out of proportion to the rates 
they can legally charge to insure 
them. So they have no money, It 
is a sad state of affairs for the 
preferred stocks. Many of them 
have a feature whereby 85% of 
their dividend is tax-exempt to 
corporations. An individual hold-. 
er does not qualify for this and a 
charitable institution pension fund 
does not need it. Corporate bonds 
have no such feature. Therefore, 
there should be an excellent de- 
mand for industrial preferred 
stocks and those of utility com- 
panies that have the 85% tax fea- 
ture. But there is not, because the 
most probable buyers have no 
money to invest. 


Predictions Made 


Now that the bond and pre- 
ferred stock market has been slip- 
ping for so long, predictions con- 
stantly are heard of lower prices 
and higher yields to no end. This 
seems to border on the ridiculous, 
since some of the very institutions 
that were buying Consolidated 
Edison 2%4s of 1972 at 102 in 1947 
and Cincinnati Gas & Electric 4% 
preferred stock at 106 in 1946, 
now will tell you that the bottom 
of the market for such securities 
has nowhere nearly been reached. 
They point out that Fourth Lib- 
erty 4%s sold at 983/32 in 1932 
and they were tax exempt then 
at that. 


One famous financier, who 
sometimes sits on park benches in 
Washington to watch the course of 
economic and political events, is 
quoted as saying that the princi- 
pal reason he attributes to his suc- 
cess is his having had the ability 
and courage to purchase good se- 
curities when nobody seemed to 
want them, and to sell them when 
he figured he had a good profit, 
and not at what he thought to be 
the top of the market. 


The present market for pre- 
ferred stocks is at a comparatively 
low level. It is possible to obtain 
yields from 4.44% to 5.56% in pre- 
ferreds and still not jeopardize 
safety of principal. A valuable 
point in considering an invest- 
ment in preferred stocks is the 
spread in current yield between 
certain preferred stocks and the 
bonds of the same corporation 
ranking immediately ahead. The 
attached table illustrates this 
spread for a selected group of 
companies and shows the more 
favorable yield that may often be 
obtained by choosing the pre- 
ferred stock instead of the bond. 
This differential varies for the 
preferred stocks in the table from 
1.75% in favor of the preferred 
stock in the case of Virginian 
Railway and Dayton Power & 
Light, down to 0.19% for Alumi- 
num Co. 


Good Sinking Fund 


It is desirable, in most cases, 
that an industrial preferred stock 
have a good sinking fund set up 
to retire the issue within a reason- 
able period and also to aid in its 
market stabilization. Very few 
public utility and practically no 
railroad preferred stocks have 
sinking funds, but in most cases 
the bond sinking funds serve to 
benefit indirectly the preferred 
holder through a steady reduction 
in the bonded debt. 

The over-all cover of fixed 
charges plus preferred dividends, 
after tax, is an important indica- 
tion of the quality of a preferred 
stock. Also a good preferred stock 
will have a substantial amount of 
net working capital per share 


after deducting the debt. It is also 


interesting to know how many 
years the net working capital 
would pay interest, preferred 
dividends and income tax accru- 
als. Good industrial preferred 
stocks will have an overall cover 
of from 12 to 100 times. With 
public utilities this coverage can 
safely be much less, say 2.5 times 
or better, due to the constant de- 
mand for the service. 


If an investor desires to stabi- 
lize his income and conserve his 
capital, to greatly reduce the haz- 
ard of possible future dividend 
cuts and still retain flexability, 
diversification and marketability 
for his holdings, it would seem 
advisable at this time to consider 
advantages now offered by good 
quality preferred stocks of leading 
corporations. There is also an ex- 
cellent opportunity for capital 
gains, since most preferred stocks 
are now selling at substantial dis- 
counts. 


The Dow-ones average for 40 
bonds stands at 84.38. The high 
and low for 1957 is 91.09-83.69. 
The range for 1956 was 99.44- 
89.59 and it was 101.15-98.00 for 
1955. So if one considers the 
course of the bond market for the 
past three years, the average now 
is only 0.53 points above the low, 
but it is 16.77 points from the 
high. As a result of contemplat- 
ing an evident slowdown in busi- 
ness, carloadings and housing 
starts, and a definite trend toward 
lower net income figures for cor- 
porations, the Federal Reserve 
Board on Nov. 15 last approved 
a cut to 3% from 312% in the dis- 
count rate of four Federal Re- 
serve districts. The change in 
policy, announced after the close 
of the security markets in New 
York, came just in the nick of 
time for the average of 40 bonds 
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on that day closed at 83.69 which 
has turned out to be the low for 
this year so far. 


After a long decline in the bond 
and preferred stock markets, this 
cut in the discount rate could well 
mark the turn. One of the first 
indications of a change came with 
the announcement of $1.5 billion 
financing by the U. S. Treasury. 
The municipal bond market, the 
corporate bond market and the 
preferred stock market have all 
been firmer since the Federal Re- 
serve announcement and the fu- 
ture of those markets certainly 
can be considered far brighter 
than at any time in a long while. 


A. J. Stalker Partner 
In Kidder, Peabody 


Alfred J. Stalker, manager of 
the dealer relations department of 
Kidder, Peabody & Co., members 
of the New York Stock Exchange, 
on Jan. 1 will be admitted to part- 
nership in the firm. He will make 
his headquarters in the Los 
Angeles office, 510 South Spring 
Street. 


Goldman, Sachs & Go. 
To Admit H. R. Young 


Goldman, Sachs & Co., 20 Broad 
Street, New York City, members 
of the New York Stock Exchange 
on Jan. 1 will admit Howard R. 
Young to partnership. 


H. B. Shaine Branch 
FT. WAYNE, Ind.—H. B. Shaine 
& Co., Inc. have opened an office 
at 3232 Eastbrook Drive, with 
Anson W. Smith as representative. 














This is not an offering of these debentures for sale, or an offer to buy, or a solicitation of an offer to 
buy, any of such debentures. The offering is made only by the prospectus. 
$25,000,000 


Northern Natural Gas Company 
454% Sinking Fund Debentures 


Dated November 1, 1957 


Due November 1, 1977 





Price 100% and accrued interest 


Copies of the prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the prospectus may legally be distributed, 


Blyth & Co., Ine. 


Eastman Dillon, Union Securities & Co. 
Glore, Forgan & Co. 
Harriman Ripley & Co. 
Merrill Lyach, Phesee, Fenner & Beane 
Stone & Webster Securities Corporation 
A. C. Allyn and Company 
Hornblower & Weeks 
Lee Higginson Corporation 
Paine, Webber, Jackson & Curtis 
Dean Witter & Co. Baker, Weeks & Co. 
Dick & Merle-Smith 
Hayden,Stone & Co. 
Stern Brothers & Co. 
Tucker, Anthony & R. L. Day 


Kidder, Peabody & Co. 


A. G. Becker x Co. 
W. E. Hutton & Co. 
Carl M. Loeb, Rhoades & Co. 
Salomon Bros. & Hutzler G. H. Walker & Co. 
Alex. Brown & Sons 
Dominick & Dominick 
Laurence M. Marks & Co. 
Swiss American Corporation 
Weeden & Co. 


Incorporated 


The First Boston Corporation 
Goldman, Sachs & Co. 
Lehman Brothers 
Smith, Barney & Co. 
White, Weld & Co. 
Hemphill, Noyes & Co. 
W. C. Langley & Co. 
F. S. Moseley & Ce. 


Clark, Dodge & Co. 
Hallgarten & Co. 
Schwabacher & Co. 
Spencer Trask & Ce. 
Robert W. Baird & Ce., 


Incorporated 


Riter & Co. 


Burnham and Company Cruttenden, Podesta & Co. First of Michigan Corporation 


Kalman & Company, Inc. 
Newhard, Cook & Co. 
Wachob-Bender Corporation 
J. M. Dain & Company 
Irving Lundborg & Co, 
The Robinson-Humphrey Company, Inc. 
Bateman, Eichler & Co. 
Lee W. Carroll & Co. 
Davis, Skaggs & Co. 
Henry Herrman & Co. 


Kirkpatrick-Pettis Company 
Piper, Jaffray & Hopwood 
Blunt Ellis & Simmons 
Elworthy & Co. 


McDonald & Company 


Brush, Slocumb & Co. Inc. 
Chiles-Schutz Co. 
Ellis, Holyoke & Company 
J. J. B. Hilliard & Son 


McCormick & Co. 
Shearson, Hammill & Ce. 

Courts & Co, 
Goodbody & Co, 
The Milwaukee Company 
William R. Staats & Co. J. Barth & Ce. 

Caldwell Phillips Ce. 
Crowell, Weedon & Co. 
Estes & Company, Inc. 
Mitchum, Jones & Templeten 


The National Company of Omaha The OhioCompany Pacific Northwest Company 


Quail & Co., Inc. 
Talmage & Co. 


December 5, 1957. 


Shuman, Agnew & Co. 
Harold E. Wood & Company 


Sutro & Ce. 
Woodard-Elwood & Company 
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Trends in Corporate Giving 


By GERHARD D. BLEICKEN 


Secretary, John Hancock Mutuai tue zasurance Company 


| The paucity, and vital importance, of corporate giving to 
| general charitable causes and nongovernmental institutions of 
higher learning is revealed by Mr. Bleicken who points out that 
only little more than a half billion dollars was raised via 
Internal Revenue’s “5% charitable contribution” clause in- 
stead of the otherwise permitted flow in excess of $2 billion 
per year, in recent years. Author makes the reminder that we 


can expect further Federal encroachment unless private busi- 


ness assumes its generally recognized responsibility. 


The economic and political con- 
ditions stemming from the indus- 
trial revolution that have, on the 
ene hand, produced American 
social legisia- 
tion during 
the last hali 
century have, 
on the other 
hand, placed 
an ever-in- 
creasing bur- 
den upon our 
private chari- 
ties. Our 
American pat- 
tern of tife 
has evolved 
from small 
self-sufficient 
agrarian units 
to modern in- 
terdependent urban centers. The 
industrial revolution raised our 
standards of iiving, but at the 
same time man changed from 
making a living to earning his 
living. No longer were food and 
clothing and the other necessities 
of life produced at home. Instead, 
man earned money to provide the 
necessities and comforts of life. 
The very factors that have made 
us the most powerful nation on 
earth have also made us the most 





% 
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interdependent of peoples. The 
specialization of labor and the 


great increase in urban popula- 
tion, which are a direct result of 
industrialization, have caused the 
individual to become more and 
more dependent upon society, par- 
ticularly in times of adversity. 
Because so few people today are 
economically self-sufficient, the 
fluctuating economic health of the 
nation creates vast demands on 
our charities, particularly in the 
case of the aged, the sick, and the 
unemployed. 


Economic Interdependence and 
Charity 

Our more abundant life has in- 
creased the life span and tue in- 
creasing number of our aged pop- 
ulation has, in turn, thrown great 
burdens upon. private charity. 
Family disintegration § resulting 
from the economic and _ social 
pressures of Our times has also 
added to the burdens of society. 
The depreciation of the dollar uas 
cut the value of our endowments. 
To provide merely the basic es- 
sentials of food, clothing, and 
shelter is no longer the aim of 
charitable support, but now the 
Zenerally accepted charitable 
standard is that which will sustain 
the recipient in the manner to 
which he has been accustomed. 
This raising of the standards of 
charity may be laid in part to 
political promisors who, in the last 
two decades, have rediscovered 
the advantage of the politically 
beholden. Charities have been 
anxious to expand their activities 
and some professionals have been 
guilty of empire building. 

In 1956, private charities cost 
the American people roughly $6 
billion, corporate contributions ac- 
counted for a little more than 
one-half billion dollars, and the 
remainder came from charitable 
bequests. By far, the great bulk 
of contributions still came from 
individuals, but the present high 


level of taxes together with the 
continually decreasing value of 


the dollar are rapidly making it 
more and more difficult for the 
indivi“ual to ™>intain this level 
of charitable giving. 


Private or State Charity? 

To whom, then, shall our chari- 
ties turn for funds? If they turn 
to the Federal Government for 
assistance, such an appeal would 
be welcomed by the politicians. 
Acceptance of such aid by educa- 
tion, for example, would ultimate- 
ly be the end of the private uni- 
versities whose competition with 
State universities is vital to the 
health of all higher education. 
Other charitable institutions 
would, in the same manner, be- 
come instrumentalities of the 
State. Behind all charitable con- 
tributions there is but one rea! 
source—the wealth of the Ameri- 
can people. The question, there- 
fore, becomes sin:ply whether we 
wish to contribute to charities 
voluntarily, using our own dis- 
cretion, or to be taxed indiscrimi- 
nately for them. 


But aside from the broad so- 
ciological arguments, what is the 
case for corporate contributions 
to charity touay? Let us take, for 
example, the field of American 
colleges and universities. The in- 
crease in tuition costs (roughly 
50% since before the war) 
threatens one of the strongest bul- 
warks of our American system, 
namely, the ability of a worthy 
child to be adequately educated 
regardless of wealth. It has 
seemed to me that the genius of 
American life has been that we 
have come closer to using our 
total personnel potential than any 
other nation at any time. The 
happy union of political democracy 
and free enterprise has let us 
select our national leaders on the 
most truly competitive basis, and 
whenever they have been Gpposed 
by the products of stratified socie- 
ties, whether 19th Century Euro- 
peans or 20th Century totalitarian 
societies of Europe and Asia, they 
have demonstrated the value of 
this method of selection. From 
this broad base and from these 
millions of Americans have come 
our business leaders as well as our 
political and military and scientific 
and spiritual leaders, and from 
this population must come our 
leaders for the future. The staffs 
for the American corporations for 
i980 must come from American 
colleges. Is this not a direct and 
real interest to American corpora- 
tions to see that American univer- 
sities remain virile and strong and 
free? 


Education Aids Business 


But there are even greater, 
though possibly more subtle, in- 
terests of American businessmen 
in education. The first is that the 
American way of life must be fos- 
tered in American colleges. Col- 
leges that have become merely 
political instruments of the State 
will not strengthen American life. 
The Supreme Court of New Jer- 
sey, in the leading 1953 decision, 
the A. P. Smith Mfg. Co. case, 
which I will again refer to later, 
stated that free and vigorous non- 
governmental institutions of learn- 
ing are vital to our democracy 
and withdrawal of corporate au- 
thority to make contributions to 
such institutions would seriously 
threaten their continuance. Sec- 
ond, ii we are to survive as a 
nation with our tremendously ex- 
panding population — 180 million 
by 19*0—we must develop new 
material, new resources, new mar- 
kets and greater production. This 
in turn means new businesses and 
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x0re employment, but it also 
means that highly trained per- 
sonnel will be required and so 
will the spending of millions oi 
dollars in research. 


Said Irving S. Olds, “Every 
American business has a direct 
obligation to support the free, in- 
dependent, privately endowed coi- 
leges and universities of this 
country to the limit of its finan- 
cial ability and legal authority. 
And unless it recognizes and meets 
its obligation, I do not believe it 
is properly projecting the long- 
range interests of its stockholders, 
its employees and its customers.” 
And let us remember that, as 
Frank W. Abrams stated, “The 
long-term interests of sharehoid- 
ers cannot run counter to the 
long-term interests of the Ameri- 
can people.” 


Supporting General Charitable 
Causes 

No less deseiving of a share of 
the corporate dollar are many 
other general charitable causes 
such as private social welfare, pri- 
vate medica! care and health, cul- 
tural and civic organization of the 
community, citizenship and public 
leadership training for our demo- 
cratic system, and the physical 
and social sciences. Business lead- 
ers have come to recognize that 
development of our entire social 
framework is essential to business 
survival and progress, and that as 
much attention must be paid to 
this as to economics and finance. 


There has always been a great 
deal of confusion regarding the 
legality of corporate contributions 
to charities. When this question 
was first considered by the courts 
during the 19th Century, the 
orthodox view was that corpora- 
tions existed for the sole purpose 
of making profits for their stock- 
holders. The funds of the corpora- 
tions could be used only for cor- 
porate purposes and those purposes 
did not include the making of 
donations to charity. But even 
under the orthodox approach, the 
courts early decided that the 
power to make so-called corporate 
donations to charity under certain 
circumstances was within the im- 
nlied corporate powers. In 1883, 
Lord Justice Bowen stated the law 
when the said in reference to a 
railroad’s power to take its porters 
cn a picnic in the country, “The 
law does not say that there are te 
be no cakes and ale, but that there 
are to be no cakes and ale except 
such as are required for the bene- 
fit of the company.” 


Cites Justice Holmes 


Thus, the early common law 
rule was that whether a corpora- 
tion may contribute to charity or 
not is determined by what real 
benefit the corporation receives 
from such contribution. However, 
the concept oi corporate benefit 
has broadened to such a point that 
no longer do the old cases state 
the law applicable to present day 
facts. This is all in the best tra- 
dition of the law. Said Justice 
Holmes in his classic volume, The 
Common Law: “The very consid- 
crations which Judges most rarely 
mention, and always with an 
apology, are the secret root from 
which the law draws all the juices 
of life. I mean, of course, consid- 
erations of what is expedient for 
the community concerned ... and 
as the law is administered by able 
and experienced men, who know 
too much to sacrifice good sense 
to a syllogism, it will be found 
that wren ancient rules maintain 
themselves in the way that has 
been and will be shown in this 
book, new reasons more fitted to 
the times have been found for 
them, and that they generally re- 
ceive a new content, and at last a 
new form, from the grounds to 
which they have been trans- 
planted.” 

This common law rule of clear 
and distinct benefit to the corpo- 
ration underwent a series of judi- 
cial interpretations which broad- 
ened the rule to meet new 
Situations as they arose. For 


example, there are cases which 
uphold charitable donations for 
the purpose of maintaining the 
health of employees, maintaining 
clergymen and school teachers in 
remote towns where the corpora- 
tion has its place of business, and 
upholding contributions to local 
community chests. Corporate sub- 
scriptions to. charity have fre- 
quently been upheld because of 
their advertising value to the 
corporation. The common law 
rule still is essentially that a cor- 
poration may make donations to 
charity only where it is demon- 
strated that a benefit flows to the 
corporation beyond the gencral 
penefit which is enjoyed by other 
members of the community. How- 
ever, the courts now recognize in 
such cases that although charit- 
able contributions may have. the 
cutward form of a gift and al- 
though there is no dollar and cent 
supporting consideration, yet there 
is often substantial indirect bene- 
fit aceruing to the corporation 
which will support such action. 
The A. P. Smith Mfg. Co. case 
is a clear example of the present 
day outlook of the courts on this 
subject. The New Jersey court 
upheld the donation of a large 
sum of meney to a university, and 
stated that .with the transfer in 
mo.ern times of most cf the 
wealth to corporate hands, corpo- 
rations must assume the modern 
obligations of good citizenship in 
the same manner as individuals d 


Internal Revenue Code 


The development of American 
statutory law, both at tne Federal 
tax level and at the state level, 
is perhaps the most significant of 
all. The Federal tax courts had 
reached the point, even before thc 
Internal Revenue Code was “Lib- 
eralized.” where the word “neces- 
sary” relating to business expense 
meant only “helpful” or “appro- 
priate.” 

The legislatures of the majority 
of our states have, through stat- 
utes, expressed their intent that 
extensive corporate giving is intra 
vires and in general need be done 
only on the authority of the diret- 
tors. In a number of states the 
primary test seen:s to be whether 
the gift contributes to the public 
welfare or civic betterment or to 


charitable purposes. If so, it. is 
within the corporate power. The 
statutes of other states go into 


exhaustive detail and apply va- 
rious specific limitations to the 
corporate power of donation both 
as to purpose and amount. 


It now seems clear that the 
early, restrictive common law rule 
has aiready passed the _ point 
where, in the words of Holmes, an 
old form had new content and has 
arrived at that place where even 
the old form is changed. Today, 
through legislation or judicial in- 
terpretation, the law of most 
states relative to corporate charit- 
able contributions is that a gift to 
charity is justified it it is for the 
public welfare or the civic good. 
In this field, at least, we have ina 
great measure arrived at the place 
where the law views “all business 
as affected with the. public. in- 
terest.” 

Closing the Gap 

There were many who thougnt 
that the introduction of the “5% 
charitable contribution” clause in 
the Internal Revenue Code would 
be considered as an _ invitation 
which would be fully accepted by 
cur corporations. Had this been 
the case, the flow of corporate 
funds into private charitable 
causes would have exceeded two 
billion dollars per year in recent 
years. The figures show, however, 
that the total of corporate con- 
tributions to charities for these 
years has only slightly exceeded a 
half billion dollars per year, or 
only about one-fourth of what 
could have been realized. 

As our corporations more fully 
realize the importance of their 
roles as corporate citizens of to- 
day, we may expect that much 
better use will be made of the 
5% tax deduction privilege. Cor- 







porate managers will increasi 
come to regard this not mere 
another tax deduction, but r 
as a distinct advantage—an 
porsent ree sunly for the 
poration to create in the ic 
good will for itself, while A 
ening the foundations upon which 
rest free enterprise and the con 
tinued prosperity and progress of 
the corporation itself. 
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The Challenge to 
Private Enterprise 


are highly satisfying and reward- 
ing. 

As many people at this table 
can tell you, a government assign- 
ment is no bed of roses. Never. 
theless, it’s a valuable education 
and you get it the hard way. Near- 
ly always, leaving your job for an 
assignment in Washington in- 
volves a serious personal and fam- 
ily sacrifice. 

I remember World War II, when 
I had the job of recruiting busi- 
nessmen on a crash basis, to man 
the War Production Board and 
other mobilization agencies. The 
personal problems, the complica- 
tions of men’s lives, the really ter- 
rible decisions that..men had to 
make in order to leave home and 


_. business for a government assign- 


ment were almost beyond belief. 
And it was a wonderful experi- 
ence to me how businessmen re- 
sponded to their country’s needs. 

Too many businessmen seem to 
feel nowadays that the best way 
to preserve the free enterprise 
system is to have as little as pos- 
sible to do with government. In 
some ways I cannot blame them, 


with all the rules and conflict-of- ° 


interest laws that have _ been 
adopted since World War II, in- 
cluding such rules as that which 
says you must sell. your stock 
holdings when you take a govern- 
ment assignment. Under some in- 
terpretations of the conflict-of-in- 
terest laws, they could rule that 
you cannot be a good husband 
and father at the same time. But 
notwithstanding the trials and 
tribulations. connected with gov- 
ernment service, I still believe it 
is very valuable to any man fo 
serve in government for at least 
one year. Moreover, people al- 
ways get exactly the government 
they deserve. As the saying goes, 


the penalty that good.men pay for} 


the neglect. of politics is to be! 
governed by their inferiors. In 4 
government of all the people, all 
the people — including business- 
men—must exercise their citizen- 
ship. 

Where does the leadership for 
a democracy come from? From 
the people; from the people like 
you, assembled here tonight. 


Great Men Needed Now Too 
At the time of the American Rev- 
olution (I looked this up, I didn't 
know it before), the combined 
population of Massachusetts, Penn- 
sylvania, and Virginia was onl) 
1,100,000 people—less than the size 
of Brooklyn today. Yet in a Sil- 
gle generation there came from 
these three colonies a long list ot 
immortals including George Wash- 
ington, Thomas Jefferson, John 
Adams, Samuel Adams, James 
Madison, John Hancock, and Ben- 
jamin Franklin. Great men ar 
needed in our time, too. They art 
needed to prove Mr. Krushchev 
wrong, and to keep democracy 
alive and strong for our grand- 
children. . 
Where will they come from. 
Keep your eyes open. Some young 
men are already beginning ‘4 
- Y 

stand out from the crowd. Mayb¢ 
some are here. Others will -— 
themselves known. This is h° 


American democracy works. 
will always produce the men tha 
are needed, as long as the love 0 
liberty is in our hearts. 
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he Atlantic Alliance—Russia’s 
Public Enemy Number One 


By HIS EXCELLENCY PAUL HENRI SPAAK* 


Secretary General of the North Atlantic Treaty Organization, 
and Chairman of the North Atlantic Council 


High NATO official reports great progress made in members’ 


cooperation in economic and political spheres. 


Mr. Spaak 


anticipates December meeting’s accomplishment of greater 
military coordination. Cites present strength, as importantly 


contributed to by the United 


States. Doubts Russians are 


systematically planning a Third World War. 


I do not need to remind you, 
ut I feel I must emphasize once 
ore that the Atlantic Alliance 
s a defensive alliance born out 

of the situa- 
tion created 
by Soviet 
imperialist 
expansion in 
Europe, cul- 
minating in 
the communist 
“coup dat” 
in Prague. The 
“coup _ d’etat” 
of Prague was 


ing point of 


politics after 
the end of the 
Second World 
Jar, the repetition of which tne 
ree world could not and would 
ot tolerate. The purpose of the 
lliance, to stop the expansion of 
he Soviet imperialism in Europe 
as been 100% fulfilled. This has 
been a great bloodless victory for 
he West, a victory which is per- 
aps not sufficiently recognized in 
he free world. This is why the 
Russians regard NATO as public 
bnemy number one. 

You will have often heard me 
ay that it is in the political and 
conomic sphere that we must 
ow strengthen the Alliance. This 
s not to say that we_ should 
eglect the military build-up, and 
shall have more to say about 
his later. You will recall that in 
heir report the Three Wise Men 
ecommended that the members of 
he Alliance should try to im- 
brove political consultation on 
broblems of common concern and 
0 avoid adopting policies which 
might affect other members of the 
Alliance. I am glad to say that 
frreat progress in this field has 
been made during the last months, 
or example: 

(a) during the time of the dis- 
rmament discussions in London 
ast August, the Western members 
{ the Sub-Committee kept in 
lose touch with their allies in 
ATO so that when they put for- 
vard their proposals, they had the 


Paul Henri Spaak 


solid backing of their NATO 
Allies: 
(b) during the recent Middle 


mast crisis, the Council followed 
vents very closely. There was a 
‘ull and useful exchange of in- 
formation and the broad outline of 
4 common policy suggested. I do 
10t claim, of course, that the 
‘esults obtained have yet been 
erfect but they are already suf- 
‘icient to prevent a repetition of 
vhat happened last year and to 
Ssure that the Middle East situa- 
ion will not cause a new crisis 
n the Atlantic Alliance. 


Cooperation in Economic 
Sphere 


The Three Wise Men also urged 
he closest cooperation in the eco- 
iomic sphere. We have made some 
rogress here and this essentially 
les up with the military problem 
Vhich I will touch on in a few 
nhinutes. Close cooperation here is 
{ the utmost importance because 
‘is in this sphere that Khrushchev 


Ow challenges the Western 
orld. 
On repeated occasions he has 


nounced that the Communist 
ystem will provide the people 


"An address by Mr. Spaak before the 


Uverseas Press Club of America, New 
Pork City. 


the real turn- 


international . 


with a higher standard of living 
than the so-called capitalist sys- 
tem. I think we must believe that 
he is speaking sincerely when he 
said the other day on American 
TV that: “in 50 years, Americans 
would ask themselves how their 
grand-parents could have been so 
stupid as to fail to rally to the 
banner .of “communism when it 
must have -been’ evident «= that 
communism represented the fu- 
ture.” If Khrushchev is sincere in 
saying this, and I believe -he is, it 
is-not logical to conclude that the 
Russians want war. 


No Soviet War Planned 

That is why I do not believe 
that the Russians are system- 
atically planning a Third World 
War. But, on the other hand, they 
are not only maintaining immense 
forces in being, but are equipping 
them with modern weapons: 1 
would like here to say that the 
launching of their satellite and 
their success in producing the 
intercontinental ballistic missile 
has in no way tipped the balance 
of power in their favor. As long 
as the Russians maintain this high 
level of armament, the North 
Atlantic Alliance must maintain 
its forces in a state of sufficient 
strength and readiness to dis- 
courage the Kremlin from ad- 
ventures. 

NATO’s strategy has from the 
beginning been directed towards 
the deterrence of war. We have 
aimed at having our forces at a 
strength sufficient to provide this 
deterrence, both the strength of 
our ground forces in Europe as 
well as our strategic retaliatory 
power. We have done much to 
achieve this. Let me cite for you 
some simple statistics. 

(a) In 1949, when NATO was 
founded there were five military 
airfields in Europe, none of them 
able to handle jet aircraft. Today, 
there are nearly 200 airfields, all 
of them able to handle the fastest 
of modern aircraft. 

(b) By the end of this year we 
hope to have completed a _ fuel 
pipeline, which will bring the 
necessary fuel to our forward 
lacations, from the harbors of 
Europe. 

(cy We have completed a large 
communications network and are 
daily improving it. 

Many of these projects were 
paid for out of a program 
which we call “infrastructure ’—a 
program under which all the 
NATO nations contribute a _ pro- 
portionate share to a common 
fund. This is necessary because it 
would not be possible for some of 
the poorer countries of Europe, 
where many of these installations 
are located, themselves to pay for 
the installations on their soil. 

I report. this progress’ with 
pride, but it does not permit us 
to overlook the fact that a. great 
deal remains yet to be done. And 
we must realistically recognize 
that what remains to be done to 
bring our defense effort to its 
maximum effectiveness will be 
costly, both in terms of manpower 
and money. 

Our air warning system is not 
yet completed and we must now 
bevin the modernization of all 
NATO forces so that they will 
have the nuclear capability which 
our military authorities consider 
essential. In these fields, our goals 
are clearly set: the German con- 
tribution is coming along as 
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rapidly as possible: the French 
authorities have assured us that 
their forces will be returned to 
the NATO line as soon as they 
can be released from Algeria; and 
thanks to American aid, European 
forces are already being supplied 
with such modern weapons as the 
“NIKE”, the “HERCULES” and 
the “MATADOR.” 


Toward a Satisfactory Defensive 
Posture 


It is my hope that during the 
discussions of the heads of gov- 
ernments this coming December, 
we shall be able to establish an 
even fuller plan for the coordina- 
tion of our military effort so that 
we may bring our defensive 
posture to the desired level. This 
is essential because a deterrent is 
only effective when you can in- 
flict such heavy destruction on the 
enemy, both in limited and un- 
limited warfare, as to make him 
realize that aggression does not 
pay. 

Let me emphasize that when I 
speak of the need for a deterrent, 
I do so because the Soviet Union 
continues to face us with a threat 
whose military magnitude is in- 
creasing. daily. Last summer the 


‘North Atlantic Council spent a 


great deal of time developing 
proposals on disarmament. I 
strongly favor those proposals and 
hope sincerely that the time will 
come when real progress in this 
field will be made. But until the 
Soviet Union is willing to accept 
realistic controls, we must be on 


our guard and must have the 
weapons to repel any attack. 


Impressive U. S. Strength 

The strength which the United 
States is contributing to the com- 
mon effort is indeed very impres- 
sive and this trip of mine through 
the United States has enlightened 
me on many of these points. I 
visited the Supreme Allied Com- 
mand Atlantic and was impressed 
by an array of naval power, 
which, together with the ear- 
marked fleets of Canada and the 
European naval power will make 
it difficult for an aggressor to 
penetrate the Atlantic. I visited 
the Strategic Air Command, which 
is often referred to as the “sword 
of NATO.” No doubt its striking 
power has contributed mightily 
to the preservation of peace and 
I am certain it will continue to do 
so. I visited the Army Guided 
Missile Center, where, in addition 
to American officers, over 250 
officers and technicians from the 
various NATO countries are train- 
ing in modern weapons. This was 
a most heartening sight and is a 
necessary step towards equipping 
our European defense forces with 
these weapons in the near future. 
Finally, Oct. 31, I was received 
at Continental Air Defense Com- 
mand at Colorado Springs and 
was shown the measures taken to 
preserve the American Continent 
from air attack. This is also what 
we are working to bring about in 
Europe. 

There is one area in which a 
coordinated effort now is vitally 
required. In their communique 
President Eisenhower and Prime 
Minister Macmillan recognized 
the need for early action. I speak, 
of course, of cooperation in the 
fields of science and technology. 
When approaching cooperation in 
these fields there are three pe- 
riods which must be considered: 
the immediate, the short-range 
and the long-range. In the im- 
mediate period ahead, our prob- 
lem is to combine our efforts 
towards the development of cer- 
tain specific weapons, particu- 
larly in the field of missiles, and 
to provide nuclear power for our 
forces in Europe. The President's 
announcement that he will seek 
a modification of the Atomic En- 
ergy Act will do much to increase 
confidence on this score. I am 


certain that for this purpose satis- 
factory arrangements can be made. 

The short-range and long-range 
problems are much more difficult. 
There are blueprints now on the 


drawing boards, for which our 
universities have not developed a 
single scientist or engineer. We 
have reached a stage where our 
Inventors have drawn ahead of 
the scientists and engineers who 
can make their inventions opera- 
tional. We need an immediate 
program in the universities in the 
entire Atlantic Community for 
the development of men who can 
deal with the space age. But we 
must look further. Ten to twenty 
years from now, our need for men 
trained in these fields will be 
twice as much as it is now and 
we imust now encourage our 
young people to-take the basic 
education which will enable them 
later on to enter these fields. 
Moreover, we must adapt our 
educational systems to prepare 
these young people. I want to 
emphasize that this is another 
problem which cannot be solved 
by one country of the Atlantic 
Community by itself. We will 
only solve it if we solve it to- 
gether. 

But you must not think that 
this cooperation will be a one- 
way street. While there can be 
no question that America leads 
with its contribution in this field, 
Europe has always been able to 
hold its own and will unquestion- 
ably continue to do so. I need not 
remind this audience of the men 
which Europe has’ produced — 
men like Einstein, Bohr, Fermi, 
Penney and Teller. Beyond these 
Europe has contributed institu- 
tions of higher learning, labora- 
tories and raw materials. Euro- 
pean countries have made 
immense progress in the manu- 
facture of aircraft and modern 
weapons. With the development 
of EURATOM, European atomic 
energy developments can make 
even further strides. I am look- 
ing forward to the time when a 
real community of scientists will 
be established among the nations 
of the Free World. We must rec- 
ognize that then and only then 
will we be able to compete with 
the single-minded effort of the 
Soviet Union to keep the world 
in awe with scientific gadgetry, 
carrying the threat of disaster. 

It is not absurd that the West- 
ern countries at this critical time 
are wasting their resources com- 
peting among themselves. Such 
dispersion of effort imposes an 
enormous financial burden on all 
our countries. On the other hand 
a pooling of our resources of men 
and materials would mean an im- 
mense relief to Western economy 
as a whole. 

My message then to the people 
of the United States is: “Have 
confidence in your faithful allies, 
and they will readily share the 
burden with you.” To the people 
of Europe I would say: “I have 
found a steadfast loyalty here to 
the Atlantic Alliance, let us also 
play our full part.” 
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Boyd, thlefeld Named 
By Instit. Secs. Corp. 


Clifford C. Boyd has been named 
President of Institutional Securi- 
ties Corporation and August Ihle- 
feld has been elected the 
poration’s 
Chairman of 
the Board. 

Mr. Boyd, 
who succeeds 
the late Rob- 
ert E. Pratt as 
President, had 
served as a 
Vice - Presi- 
dent of ISC 
since 1948 
and during 
that time was 


11 


cor- 





in charge of 
its FHA and . 
VA mortgage August Ihlefeld 


investments. 

He joined the corporation in 1944 
after being associated with the 
Federal Home Loan Bank Board 
as assistant director of research 
and with the National Housing 
Agency as senior housing repre- 
sentative. 


Mr. Ihlefeld, President of Sav- 
ings Banks Trust Company, has 
had an active career in bank op- 
erations, supervision and manage- 
ment covering nearly 40 years. He 
joined the trust company in 1933 
as Executive Vice-President and 
was elected President in 1938. He 
has also served as First Vice-Pres- 
ident of ISC and was its Presi- 
dent from 1942 to 1947. 


J. A. Latimer & Go. 
Formed in New York 


J. A. Latimer & Company, Inc. 
has been formed with offices at 
37 Wall Street, New York City, to 
act as underwriters and distribu- 
tors of general market securities 
and dealers in U. S. government, 
state, revenue and municipal 
bonds. 

J. A. Latimer is President of 
the firm. He was formerly an of- 
ficer of C. F. Childs and Company. 


James A. Howe With 
Salomon Bros., Hutzler 


Salomon Bros. & Hutzler, 60 Wall 
Street, New York City, members 
of the New York Stock Exchange, 
announced that James A. Howe, 
formerly director of industrial in- 
vestments of The Mutual Life In- 
surance Company of New York, 
has become associated with the 
firm. 
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Ending the Discount Imbroglio 
In Housing Industry 


By NORMAN P. MASON* 
Commissioner of the Federal Housing Administration 


FHA head advocates abolishing discounts entirely and 
appeals to mortgage bankers for cooperation in this endeavor 
after pointing out that if home ownership costs become too 


high, the alternative might be 


a resort to direct Government 


loans. Mr. Mason trusts that the present discount imbroglio 
may be of some use, after all, “if it helps bring about a reap- 


praisal of mortgage 


In the world of mortgage lend- 
ing, the word that seems to be 
causing the greatest frustration 
right now is “discounts.” Nobody 
is happy about 
that word. I 
certainly am 
not, 

Congress has 
given me the 
unwelcome 
job of setting 
reasonable 
discounts on 
mortgages in- 
sured by the 
FHA. It is one 
of the most 
difficult as- 
signments 
ever handed 
to me. I am 
doing my best to be fair to every- 
body concerned, but it’s like try- 
ing to please both your wife and 
the pretty redhead down the street 
—it can’t be done. 


In carrying out the will of Con- 
gress, our purpose in the FHA has 
been to create as little disturb- 
ance as possible in established 
financing practices. That's why I 
want to discuss the problem with 
you and try to work out a solu- 
tion, so that as long as we have 
to live with discount controls—lI 
hope it won’t be long—we can all 
work together. ' 


As I just said, we don’t want to 
disrupt the market; but home 
financing practices vary so much 
from one area to another—and 
even among lenders in a specific 
area — that, no matter how hard 
we try to be equitable and rea- 
sonable, FHA limitations on dis- 
counts can’t help being in some 
degree a disruptive influence. 

The chief trouble seems to be 
that lenders are willing to accept 
FHA discount limitations as sat- 
isfactory for the highest - grade 
mortgages, but they believe higher 
rates should be permitted on less 
desirable mortgages. 





Norman P. Mas. 


Uniform Rating 


Well, to me a mortgage insured 
by the FHA is a highly standard- 
ized commodity that can be 
bought in much the same way as 
you buy an appliance from a firm 
with a national reputation. It 
comes from the factory in a sealed 
carton. You know you are safe in 
accepting it because it has gone 
through a series of tests to meet 
high standards, and the manufac- 
turer stands back of it. 


Everv mortgage that the FHA 
insures has been tested for qual- 
ity. The law requires that we 
find the transaction to be eco- 
nomically sound. Our risk rating 
system is the most thorough and 
accurate ever devised for the 
purpose. The property must meet 
our standards. We make an dbjec- 
tive appraisal which includes an 
evaluation of neighborhood influ- 
ences. We check the _ buyer’s 
credit, his income and other re- 
sources, and the likelihood of his 
being able and willing to carry 
out his obligation under the mort- 
gage. We even have a 20-year 
record to prove that our judgment 


*An Addresg by Mr. Mason before the 
Mortgage Bankers Association of Amer- 
ica, 44th Annual Convention, Dallas, Tex., 
Nov. 7, 1957. 





lending practices.” 


and the way we do our job result 
in good mortgages. 

We believe that any mortgages 
acecpted fcr FIIA in:urance, aiccr 
tie searching revicw we Bive i,, 


_ has a value e_ual to any other 
PF  mortgace we insure. 


The United States Treasury De- 
partment agrees with us. Standing 


‘ instructions to National bank ex- 
s aminers are explicit in providing 
- Jhat no mortgage insured by the 
’ THA is to be classified as slow, 
- doubtful, 
- mortgages have the same rating. 


or loss. All insured 
The fact that they are insured 


S just an added attraction. 


FHA mortgages cannot be com- 
pared to uninsured mortgages 
written by a variety of lenders 
whose policies differ in many re- 
spects, whose property standards 
nay or may not be well defined, 
ind whose check of the buyer’s 
‘redit may not always be as care- 
ful as ours. 

I think the mortgage lending 
industry has very properly rated 
*isks on these other mortgages 
and set different prices on them: 
xut FHA mortgages to my way of 
hinking are all in one category as 
far as value is concerned. 

This opinion is confirmed by 
FHA experience. Our loss ratio 
2mounts to only 6/100 of 1% of all 
home mortgage insurance written. 

In the early part of this year we 
made a study of the causes of de- 
‘aults in insured home mortgages 
where title had been transferred 
o FHA. We found that over half 
resulted from conditions that 
could not have been foreseen 
when the loans were insured— 
death, illness, marital difficulties, 
curtailment or loss of income. 
Only 2% grew out of dissatisfac- 
tion with the property or the 
neighborhood, and only 3% oc- 
curred because the buyers had 
taken on mortgage obligations too 
heavy for them to handle. 


Early Reports on Discounting 
What we hear from our field 
offices seems to indicate that dis- 
‘ount limitations are not working 
out too badly. In the last part of 
September applications were run- 
Ving about 10% above July for 
the nation as a whole. Forty-nine 
of the 75 insuring offices have re- 
ported an increased volume of ap- 
vlications since the limitations be- 
came effective on Aug. 5. In 21 of 
the 49, the increase amounted to 
25% or more, in another 15, it was 
between 10 and 25%. The in- 
creases appear in offices scattered 
across the country. 

Construction started under FHA 
inspection in September was 19% 
of the total. This is above the 
average for the year, of 16%. 

This looks as though the dis- 
count limitations were in general 
not too restrictive. At the same 
time, mortgage bankers tell us 
that our application volume is not 
a sound basis for judgment, be- 
‘ause many of the transactions 
~“il] rot be completed for lack of 
financing. 

[ can see that that might be 
rue, but on the other hand it’s 
hard to picture builders putting 
up $45 apiece for applications un- 
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less they have some idea of where 
their construction money is to 
come from. 

Lenders have also asserted, with 
a 97nd deal of reason, that our 
business should have gone up 80% 
10 pve reasty effective in taking 
care of home buying veterans as 
well as nonveterans. 

As I said when we put the dis- 
count limitations into effect in 
August, these discounts are sub- 
ject to adjustment when that 
seems advisable. In discussing the 
subject with industry advisory 
committees, I have had a lot of 
helpful suggestions. 

But I don’t believe that any sort 
of adjustment in the limitations 
is going to make everybody happy. 
The only solution is to do away 
with them altogether. 


President Eisenhower’s Reaction 


President Eisenhower did not 
want to see these limitations im- 
posed. He saw the problems that 
would be involved and above all 
he appreciated the fact that the 
principle was unsound. In signing 
the Housing Act of 1957 last July, 
he said: 

“Discount controls, however 
flexibly they may be adminis- 
tered, intrude into and interfere 
with the operation of the private 
home finance system. Such con- 
trols have been tried before and 
have been found to be unsuccess- 
ful in accomplishing their avowed 
purpose.” 

I hope the time will soon come 
when discounts will disappear 
from the market altogethcr. There 
have been Congressional hearings 
involving them. These hearings 
and the disclosures of exorbitant 
discounts in some cases have 
made editorials throughout the 
United States. 

The general public and even 
some builders do not understand 
discounts, They are complicating 
mortgage lending, which is com- 
plicated enough without them. 

Scientists disagree about how 
long Sputnik will keep circling 
the earth, but they do agree that 
in time—another week, a month, 
or a year—it will disintegrate. 
Discount controls, we hope, will 
also come to an early end. 

Sputnik has had some good ef- 
fects in this country. It has helped 
to clear the air—that is not an- 
other pun—of some illusions about 
the Russians and us. More impor- 
tant than anything else, it has 
made us see the necessity for 
eternally keeping at work. 


May Prove Useful 


In the same way, the present 
discount situation may be of some 
use if it helps to bring about a 
reappraisal of mortgage lending 
practices. 

By following current trends, we 
can easily lose sight of basic con- 
siderations. Yes, we must be real- 
istic, but in going along with con- 
stantly rising home financing costs 
haven’t we tended to lose sight 
of the central person in the trans- 
action—the home buyer? If costs 
get so high that they are out of 
his reach, it will be disastrous not 
only for him but for vou lenders 
and the whole housing industry 
too. Let’s get together—you, the 
FHA, and the others who make up 
the building industry — and keep 
home ownership costs within rea- 
son, The alternative might be a 
resort to direct Government loans. 
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From Washington 
Ahead of the News — 


By CARLISLE BARGERON 






































The announced retirement from the Senate of tne redouht- 
able “Bill” Jenner of Indiana, may be listed as the Sputnik’s firs 
political casualty in our country and it confuses the weatherya, 
as between “isolationism” and “internationalism” in our so-called 
peace-leving country. 

The Indiana Senator, who has a fanaticai 
following in his native state, is in his third 
term, htaving been elected to an unexpired 
term in 1944 and to full terms in 1946 and 
1952. He would have been up again next 
year. Almost as controversial as the late Sen- 
ator Joe McCarthy, he is one of the few re- 
maining “isolatienists” in the Senate. He has 
been a consistent foe of foreign aid. All of a 
sudden he decides to throw up the sponge. 
His announcement came as a surprise, if not a 
shock to politicians generally. 

The Senator has been out in his State 
taking stock. There is considerable specula- 
tion now as to just what is up his sleeve. 
There are many who think he will resign be- 
fore his term is up and !et the present Indiana 
Governor, Harold Handley, come to the Senate to finish his term, 
According to this speculation, Jenner will bide his time, mend his 
political fences and run for Governor in 1960. It has long been his 
ambition to be Governor of his state. ... 


Carlisle Bargeron 


But regardless of this, he obviously found the outlook not so 
good for his reelection te the Senate next year. Does this mean 
that “isolationism” is dead in one of the last remaining “isolaiion- 
ist” states? The question has goi the politicians baffled. 

Last year, the elder stutesman, Senator Walter F. George of 
Georgia, on the eve of a primary for reelection, bowed to the in- 
evitable and gave way te Herman Talmadge. A world statesman, 


the generally accepted explanation was that Georgia was fed 
up with the world statesmmarship stulf. In the same year, the 


Republican organization of Wisconsin repudiated Senator Afex- 
ander F. Wiley, a former “isolationist” who, like the late Arthur 
Vandenburg, came to be world minded. But Wiley defied the or- 
ganization and won both in the primary and the November elec- 
tion. So the Wisconsin voters were net as “isolationist” as they 
had been represented or as the organization thought them to be. 


But in the session of Congress this year public sentimcnt 
seemed to have definitely turned against ‘‘world-mindedness” 
on our part. It ripped inte proposed foreign aid appropriations 
like nobody’s busiress. The Congress severely cut military ex- 
penditures. Senator Jenner had every reason to think he was 
riding with the tice. 


Comes the Sputnik and the tide has apparently again changed. 
The President speaks of our not being slaves to a balanced budget 
at the sacrifice of national security. The spending is to be on 
agetn. 


We do not know whether Jenner's senior colleague, Senator 
Capehart, saw all of this or not. We are inclined to think it was 
more courage than political foresight on his part. He came up as 
an “isolationist” himself and is probably still se considered by 
the less knowledgeable of the editors and pundits. But he has fo! 
several years been voting for foreign aid. Some of his most in- 
timate friends have advised him that this was not setting too weil 
with his tellow Indianians but he insisted that it was the only 
thing a man in possession of the facts could do. 


Following a return recently from a trip behind the lon 
Curtain, Capehart made it perfectly clear that he didn’t want to 
be looked upon as an “isolationist” any more. He didn’t particu- 
larly like the term “internationalist.” He preferred “realist.” Ii 
should perhaps have been a lesson to Jenner that last year, \\ ith 
his record of supporting foreign aid, Capehart was reelected by | 
majority of 212,000, the largest he has ever received. 


George D. B. Benbrizhi Dayton Heigney Go. 
To Admit New Partner 


ROCHESTER, N. Y.—George D. 
B. Bonbright & Co., Powers Build- 
ing, members of the New York 
Stock Exchange, on Jan. 1 will 
admit Bruce B. Bates to partner- 
ship. 


BOSTON, Mass. — Da) 
Haigney & Co. Incorporated, 
Federal Street, has acquired 
membership in the Boston 5! 
Exchange. 


Howard Millett Now 


With J. F. Lynam 


(Special to Tue Financial CHRONICLE) 

ST. LOUIS, Mo. — Robert E. 
Quest has been added to the staff 
of J. F. Lynam & Co., Ine., 111 
South Meramec Avenue. 


(Special to Tur Prvanctat Caeonictr) 


F. L. Putnam & Company, Inc. 


an officer in Nathan C. Fay & ‘ 


5, 1957 





Boston Exch. Member 


With F. L. Putnam 


AUGUSTA, Me.—Howard Mit. 
lett has become associated 


Boston. Mr. Millett was forme» 
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Open Trade and 


Investment for 


Canadian and World Growth 


By N. R. CRUMP, M. E., LL. D., D. Eng., D. Sc.* 
President, Canadian Pacific Railway Company 


Inter-relationship of trade and investment nolicies is made 
clear in Mr. Crump’s brief recapitulation of his firm’s private 


{ can imagine no more chal- 
lenging and appropriate area of 
deliberation and inquiry than the 
theme “International Trade and 
Investment 
Open Bound- 
less Economic 
Frontiers.” 

I say ‘“chal- 
lenging,” be- 
cause, as a 
Canadian, 1 
share with my 
fellow-citi- 
zens a keen 
awareness of 
the manner in 
which trade 
and invest- 
ment! bear on 
my country’s 
prosperity and 
economic growth. And I say “ap- 
propriate” because, if one reads 
the auguries aright, we of the free 
world seem to be approaching one 
of the great watersheds of eco- 
homie history —a watershed the 
contours of which may determine 
the course of world trade and in- 
vestment for the decade or more 





N. R. Crump 


i that lies ahead. 


Only in recent vears have Cana- 
dians found time to ponder seri- 
ously their country’s place in the 
economic scheme of things. This 
fact may strike some as strange. 
I do not propose to burden you 
with a discourse on Canada’s eco- 
nomic history. Suffice to say that, 
until comparatively recent years, 
many there were in my country 
who wondered whether the great 
dream of Canadian. nationhood, 
involving as it did the economic 
as Well as the political mastery 
of the northern half of the North 
American continent, could ever 
survive the circumstances of its 
birth. 

World War II and the decade of 
inparalleled growth and_ pros- 
perity which followed made it im- 
perative that we undertake the 
sort of assessment of past achieve- 
ment and of our economic poten- 
lal Which the hard facts of 
Canadian history had ordained 
Nat we should defer. 

This assessment, in terms of 
public as well as private economic 


‘surveys and forecasts, but in 
particular in terms of the con- 
‘ident sentiments of the Cana- 


dian people, has rendered one un- 
nistakable verdict. 

That verdict. already writ large 
n the attitudes of my fellow-citi- 
is that Canada’s economic 
‘estiny holds the promise ol 
achievements in terms of man- 
‘ind’s social andematerial progress 


ens, 


that will rank 'tith the spec- 
acular achievements and the 
vromise of the United States. 
»} ; r ‘vy ? ? ; i 
Achieveme: In any field of 
“Han affairs, calls for courage 
a acts of faith. 
-Ourage and acts of faith have 
irked the forward march ot! 
“MN Our countries. 
¢ or € anadians, Confederation in 
of of the North American 
“les which represented the 
Nants of colonial empire 
An address«< by 


om Mr. Crump before the 
Yort ‘‘ational Foreign Convention, New 
°rk City, Ney 18, 1957. 
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study of Camada’s economic dimensions of the next 15 years. 
The study indicates, among other things, that “the entrepreneur 
and the businessman bold enough to seize the opportunities 
will not go unrewarded in the Canada of 1970... [and] 
investments . . . will be impressively greater even than in the 
era of the boom we have just been experiencing.” Questions, 
however, European cooperative trade developments and the 
U. S. A. disposal programs as possible drawbacks to growing 
trade and investment to meet threat of Soviet imperialism, and 
notes inter-dependence of U. S. A.-Canadian economies is of 
more than casual importance. 


British and French—was one such 
act of faith. 

Another, if I may say so, was 
the courage of those who ventured 
their fortunes in building the first 
transcontinental railway — Cana- 
dian Pacific—through the empty 
and seemingly worthless waste of 
the pre-Cambrian Shield, across 
the lonely Prairie lands. and over 
the barrier of the Rockies to the 
Pacific coast. 

These were the first giant steps 
towards nationhood. 

The courage of men. which 
found expression in these and 
subsequent acts of faith, 1 suggest, 
has been vindicated by history. 

No less surely, I suggest, will 
the great investment boom which 
has provided the motive power for 
Canada’s most recent forward 
surge be justified by the promise 
of greater progress which it 
brings. 

It is, I think, an auspicious omen 
of profound significance to the 
future of both our countries, that 
Americans have provided massive 
assistance, both in terms of men 
and investment, to Canadian eco- 
nomic achievement during the 
last decade, just as they did in 
those days of doubt when men ol 
courage crossed northward over 
the border to join with Canadians 
in that great adventure in rail- 
way building which gave birth to 
Canadian Pacific's far-flung trans- 
portation services of today. 


Refers to Canadian Studies 

An impressive array of evidence 
to support this verdict on Canada’s 
economic destiny is found in the 
Preliminary Report of the Royal 
Commission on Canada’s’ Eco- 
nomic Prospects. Charged with a 
task similar in nature to that ol 
the Paley Commission in the 
U. S., although somewhat broader 
in scope, the Gordon Commission, 
as it is known in Canada, has 
forecast growth prospects for the 
next quarter century of truly 
staggering dimensions. 

I would like to invite, however, 
consideration of another study of 
Canada’s economic potentialities. 


This is a private study, under- 
taken on behalf of Canadian 
Pacific by a group of eminent 


economists—Canadian and Ameri- 
can. Its purpose was to plot the 
course of Canada’s progress as it 
seemed likely to affect transpor- 
tation in the course of the next 15 
vears or so. As an _ integrated 
transportation enterprise closely 
identified with the country’s re- 
source and industrial develop- 
ment, long-term economic studies 
such this, constantly revised, 
provide useful information which 
deserves serious attention on the 
part cf management. 

The economic dimensions of the 
Canada of 1970, as forecast in this 
private study, are challenging atid 
rich with promise. 

In that 
Canada’s 
21 


as 


told, 
will exceed 
million — nearly 35% greate) 
than in 1955 and_ substantially 
larger than today’s population of 
more than 16 million people. 

Our 1970 labor force will 


year, we 
population 


are 


huM- 
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ber more than 7 million men and 
women. 


This larger population and 
labor force, expanded by the 
higher rate of family formation 


that will manifest itself when the 
babies of Worid War Il maune 
and marry, and expanded too by 
immigration, will create an econ- 
omy the productive capacity of 
which will be four-fifths as large 
again as in 1955. Technological 
advance, together with the chang- 
ing pattern of employment oppor- 
tunities which already promises a 
more efficient deployment of 
manpower resources, will be im- 
portant in Canada’s greatly ex- 
panded output picture. 

So much for the prospects for 
1970 in terms of supply. 

What about the demand side of 
Canada’s 1970 economic ledger”? 

Here the outlook is such as to 
fairly challenge the imagination. 

Personal disposabie income, we 
are told, will be 39°) above 1955. 

On a per capita basis, consump- 
tion will be up 39%. 

In the aggregate, a rise of 84°; 
in personal consumption is forc- 
cast. 

Investment Rewards in 1970 

The expenditures implicit in 
this dramatic rise in living stand- 
ards will have a marked impact 
on the demand for consumer 
goods of all kinds. The composi- 
tion of that demand may aiffer 
substantially from today, but its 
magnitude suggests that the entre- 
preneur and the businessman bold 
enough to seize the opportunitics 
will not go unrewarded in the 
Canada of 1970. 

Investment, our forecasters tell 
us, Will keep pace with growth of 
the cconomy as a whole. Using 
the 1955 dollar as the yardstick, 
total investment outlays may be 
expected to be four-fifths as large 
again as thev were two years ago. 

Capital outlays in 1970, will of 


course differ in make-up from 
today’s investment pattern, jusi 
as will consumer outlays. The 


significant thing, however, is that 


a searching economic analysis of 


growth prospects such as the one 


1 am discussing should conclude 
that investment opportunities in 
the Canada of a decade or so 


hence, in the aggregate, will be 
impressively greater even than in 
the era of boom we have just been 
experiencing. 

Government 
always a 


are 
delicate 


expenditures 
painful and 
matter. Nevertheless, they too 
must be reckoned with in any 
forecast of future business condi- 
tions. Suffice to say on this point 
that our forecasters are optimistic 
cnough to predict, barring a major 
war, that government expendi- 
tures in Canada in 1970, while 
substantially higher in the aggre- 
gate, will represent, proportion- 
ately, little more than the antici- 
pated rise in population and 
national income. 

Domestic factors of demand, to- 
gether with demand from abroad 
for the products of our resource- 
based industries, add up to some 
pretty impressive totals. 

I will not burden you with sta- 
tistics. 

Let mey say, however, that 
among the pace-setters on the re- 
source front, the following indus- 
tries, over the long-haul, include 
those in which present or past 
investment has formed an impres- 
sive part of the total. 

High grade iron ore is one of 
the probable pace-setters. 

Aluminum is another. 

Yet another is’ non - ferrous 
smelting and refining. 

Nickel and copper will also be 
the vanguard. 
So too will 


in 
asbestos. 

And newsprint will continue to 
play a significant role in Canada’s 
balance-of-payments. 

Add to these Canada’s great re- 
serves of oil and natural gas and 
it not hard to glimpse the 
promise of Canada’s tomorrow. 
For it is a promise which, if ful- 
filled, will not only stimulate 
trade but will also bring about 
marked expansion in manufactur- 


1S 


ing, in construction, in heavy in- 
dustry and in transportation far 
greater than in the past when 
primary industry was so heavily 
concentrated in the products of 
the forest and of the farm. 
These forecasts, to be sure, do 
not portray an economic image of 
middle-aged rotundity for the 
Canada of 1970. But they do sug- 
gest that much of the gangling 
awkwardness and uncertainty of 
economic adolescence will have 
vanished. In its place will be 
found the picture of an economy 
far sturdier than in the past, its 
angularities ironed out and with 
a well-muscled frame far better 
able to withstand the impact of 
external business fluctuations than 
in earlier stages of development. 


Four Vital Factors 

What validity, you may ask, 
may we attach to this assessmeiit 
of Canadian prospects? 

What evidence is there, other 
than the say-so of our economists 
that these dimensions of Canadian 
growth will actually be realized? 

Canada’s economic development 
in the past has been largely 
shaped by four great factors. 

Those factors, I suggest, will 
continue to make their influence 
felt no less surely in the years 
ahead. 

If they do, I think Canadians 
may face the future without fear. 

Let me say a word about each. 

The first is people. 

Without an ambitious populace, 
rooted in the traditions of parlia 
mentary democracy and freedom- 
based enterprise, it is doubtful 
whether the great adventure in. 
nation-building upon which Cana- 
dians embarked with grave mis- 
givings a scant 90 years ago could 
ever have succeeded. 

It is this belief in freedom, both 
political and economic, which ex- 
plains, no less surely than do our 
rich natural resources, why the 
eyes of investors, at home and 
abroad, have been focussed upon 
the northern half of the North 
American Continent. 

It is the tenacity with which 
Canadians embrace democracy 
arm freedom- based’ enterprise 
which explains, no less surely 
than do the economic facts, why 
on a per capita basis Canada Is 
the world’s biggest trader. 


(2437) 13 
Canadians would -be no more 


likely to repeal their faith in the 
invigorating forces of interna- 
tional commerce based on liberal 
trade policies and freedom of in- 
vestment opportunity than would 
Americans be likely to repeal the 
Constitution of the United States. 

Investment has provided the 
sinews of the industrial growth 
which Canada has been experi- 
encing in the last decade. 

We all know, too, that trade 
and the prospect of trade have 
been the motive power behind 
much of the investment which has 
been taking place in Canada. 

Together with people, trade and 
investment represent three of the 
four factors which have shaped 
our economic destiny in the past. 

Let’s look for a minute at in- 
vestment. 


Favorable Investment Climate 


If we do, I am sure you will 
share my confidence that the 
goals we have set for ourselves on 
the economic front will sooner or 
later be realized. 

Recent investment in Canada 
has been focused upon the re- 
source industries for several very 
sound reasons. 

It has long been clear to the 
investor, whether he be Canadian, 
American, British or European, 
that the appetites of the more in- 
dustriatly “mertere countries will 
for a long time to come continue 
to make spectacular demands 
upon the very resources ‘which 
Canada is best suited by nature 
and by geography to provide. 
Those demands are reasonably 
certain to be sustained if for no 
other reason than that alternative 
sources of supply abroad suffer 
increasingly from the ravages of 
a kind of nationalism which sees 
every investment dollar as a hated 
badge of economic colonialism. 

Investment can hardly be ex- 
pected to flourish in countries 
whose governments have set their 
course along the path of socialism 
and nationalization of industry. 

No such threats loom on the 
Canadian investment scene. 

Thoughful Canadians know that 
the United States of today bears 
no resemblance in the objectives 
of either its Government or of its 
businessmen, to the capital-ex- 


Continued on page 20 
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Why the Deep Gloom About 
Business Prospects for 1958 


By JOHN R. HAAS* 


Vice-President, Director of Economic Consulting Service, 
Lionel D. Edie & Company, Inc., New York City 


Mr. Haas rejects prevailing pessimsim about business pros- 


pects for the next year in foreseeing slightly higher average 
business volume than 1957. The economic consulting director 


explains why it is expected that consumer standard of living 


; will resume its rise by middle of 1958, and total business cap- 
ital spending will only decline 5%-10% below 1957 level to 
that achieved in 1956. Apropos the latter, included among 
numerous economic indicators examined in this study are those 
which show: public and private construction spending is apt 
to offset 5%-10% drop in new plant-equipment outlays, a 
more optimistic estimate of 1957 passenger car production, 
and banking to still be a “growth” industry. Details “The Edie 


Doctrine” and absolves Federal Reserve for sole responsibility 


in combatting inflation. 


I. Perspective 

The emotions always carry some 
weight in formulating our judg- 
ments and attitudes about the fu- 
ture. Seems to me that since early 
summer the 
emotional side 
has gotten a 
bit out of 
hand. A “hot- 
ter” Middle 
East, the blows 
to the nation- 
al ego grow- 
ing out of 
Sputnik and 
Little Rock, 
the stock 
market de- 
cline, and the 
unfavorable 
effects of 
W ashington 
hearings on monetary policy and 
other aspects of national leader- 
ship, have created a general frame 
of mind not productive of objec- 
tive thought. 

In times like these it is espe- 
‘ially important that we re-estab- 

fish perspective — that we note 
where we are in the light of 
where we have been and by so 
doing help ourselves to arrive at a 
more clinical appraisal of what 
the future seems likely to have 
in store for us. 
Most of us here recall the Early 
Thirties when our fervent pray- 
er was, “If only things would get 
a little better.” Not too much 
Jater we got to feel that Washing- 
ton and The Lord owed us “good 
times.” Right after the war, many 
spent a fair amount of time con- 
vincing themselves that a Big De- 
pression was at our doorstep. 
They had a few years of “prosper- 
ity’’ forced on them before they 
realized they were in it. But why 
be content with “prosperity” when 
2 “boom” was being thrust on us? 
Why not a perpetual boom? Twice 
in the postwar period—1948-1949 
and 1953-1954—we dropped from 
“boom,” not as far down as plain 
old “prosperity,” mind you, but 
cnough to make some people real 
nervous. Seems a lot of folks 
these days fear we may be in for 
mnother spell of “prosperity,” ex- 
cept that now we call it a “reces- 
sion.” We've come a long way in 
our education in Economics. 

In poking this little fun at our- 
selves, it does not follow that we 
will be unaware of the special and 
difficult problems facing the gov- 
ernment and some industries and 
s0me companies. But any mental 
process that keeps the emotional 
impact of day-to-day news from 
driving us off course is a priority 
reqirement in planning for the 
future. 


I wish to discuss the future and 
specifically, to talk about 1958. 
gut views about 1958, and later 
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years for that matter, must first 
concern themselves with the basic 
question in the minds of all bank- 
ers, businessmen and economists 
these days: “Have inflation and 
tight money killed ‘economic 
growth’?” 
Elements of Growth 

What is “economic growth?” A 
rising population and rising sala- 
ries and wages? Ordinarily not a 
bad formula but technically not 
infallible as we find out at times 
like these. No, the thing on which 
we Americans have long prided 
ourselves is our rising standard of 


living — actually the thing that 
gives our economy its dynamic 
quality. In short, while we do 
count on increasing numbers of 


people to widen the demand for 
goods and services, more impor- 
tant we count on each individual 
to increase his per capita con- 
sumption of goods and services— 
to increase his “standard of liv- 
ing.” You will hear the economists 
refer to this as “per capita dis- 
posable income in constant dol- 
lars,” or “per capita consumer ex- 
penditures in constant dollars.” 

Whether you include the years 
before the war or just the postwar 
years, this standard of living rise 
has averaged about 2°,-2'»% per 
year. This is the thing that gives 
a straight population rise its real 
growth “kick.” Subject to some 
qualifications, one might even say 
that the concept of a “normal” 4% 
per year average growth rate for 
the U. S. economy stems from the 
addition of a 1!2‘7-2% per annum 
population rise and a 2% -2!s% 
average annual increase in real 
income per capita—roughly 4% in 
all. 

The second element of “eco- 
nomic growth” is related to and 
in a large way is dependent upon 
the standard of living rise. This 
element is business spending for 
new plant and equipment and re- 
lated facilities — certainly a tre- 
mendous contributor to our post- 
war rate of economic growth. 


Reasons for Doubts 


For some months past, our 
capacity for further economic 
growth is not only being serious- 
ly questioned but the fear lurks 
here and there that we may be in 
for a major recession of some 
duration. We emphatically do not 
share these views. We anticipate 
realization of our further growth 
potential, but we do understand 
wherein current doubts rest. I 
said before that we have come to 
expect something in the neighbor- 
hood of 242% per annum average 
standard of living rise. Price in- 
flation has prevented this rise 
from taking place this year, just 
as it did last year. Yes, popula- 


tion and personal income have 
been rising on schedule, but a 3° 
rise in cost of living this year 
and on top of 3% last year has 


kept real income per capita from 
going up. Secondly, business cap- 
ital spending, after a dramatic 
three-year rise to new peak levels 


is headed_ down for next year. 
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There is some concern that U. S. 
capital investment may be headed 
downward for a considerable time 
to come. 

My remarks about business 
prospects for next year would 
have to be labeled as superficial 
in the extreme, were I not first 
to relate briefly here my com- 
pany stands with respect to the 
future of the stndard of living and 
capital investment trends: 


Standard of Living 


We expect the consumer to en- 
joy a resumption of the rise in 
his standard of living by the sec- 
ond half of 1958 because: 


(1) Inflation pressures should 
moderate by then. Bulk of the 
Consumer Price Index rise since 
last year has been in farm and 
food prices. We expect the latter 
to level off if not decline a bit be- 
tween now and mid-1958. By late 
58, CPI rise should only be halt 
the 3% rate of each of the pre- 
ceding two calendar years. 

(2) Savings High—Tight moncy 
policy cannot be justified by a 
low savings rate. People saved 
$2 billion more in first half 1957 
than in the same six months of 
1956. Member bank time deposits 
are up about 10%. The consumer 
has the financial resources from 
the savings standpoint. 


(3) Consumer Credit Cycle is 
still in a rising phase. The con- 


sumer should widen the gap be- 
tween what he borrows and what 
he pays off over next six -12 
months. 

(4) Standard of Living “Catch- 
up”—By mid-1958, the consumer 
will have gone about three years 
without a rise in his standard of 
living. This is another way ol 
saying that the economy will have 
been without that 2'2°% per an- 
num average rise in per capita 
real spending for these’ three 
vears. That's roughly $20-$25 bil- 
lion of consumer spending in phy- 
sical terms. The big impetus for 
1958, then—in my opinion—will 
come from the consumer’s doing 
something about catching up on 
this interruption of his standard 
of living rise. 

(5):Personal Tax Cut? The de- 
gree of strength we expect the 
consumer side of the economy to 
contribute in the second half of 
next year does not depend at all 
on chances of a cut in Federal in- 
come taxes next yvear. Such a 
development would, of course, 
add force to consumer willingness 
and ability to spend. As this is 
written, thinking in terms of the 
fiscal year 1959 budget, a personal 
tax reduction looks better than a 
50-50 proposition. 


Business Capital Expenditures 

Concerning the future of busi- 
ness expenditures for new plant 
and equipment, the preliminary 
results of the survey my firm con- 
ducts in the Fall of each year in- 
dicate that all private industry 
will probably invest 5°. -10° less 
in 1958 than this vear. Manufac- 
turing alone will be down some- 
what more, probably 10%-15%. 
Total for next year should not be 
much different from the $35 bil- 
lion so spent in 1956, which except 
for 1957, was the best year we 
ever saw. Why, then, the deep 
gloom, and what can one say to 
allay doubts and restore perspec- 
tive concerning the future place 
of capital investment in our eco- 
nomie growth? 

(1) Excess Capacity. As in 1948- 
1949 and 1953-1954, the bogeyman 
of “excess capacity” is always 
hauled out in times like these so 
that we may more easily frighten 
each other. One wonders if there 
is any excess of efficient low-cost 
capacity. We note that companies 
that have spent as heavily for 
cost-cutting equipment as_ they 
have for increased capacity seem 
least worried. Major worry comes 
from two areas (a) industries 
and companies that have geared 
capital expenditure plans to an 
enduring 100% operating ratio 
and (b) where expansion goals 
have patently been set without 


much regard for an_ indicated 
“normal” growth trend for the in- 
dustry. The paper industry 1s a 
good example of the latter, but 
wherein sophisticated manage- 
ment recognition of the troubles 
being invited brought prompt re- 
phasing of numerous spending 
plans. 

(2) Capital Expenditures Props. 
—If you believe that our growing 
population will, despite occasional 
interruptions, continue to enjoy 2 
rising standard of living, it fol- 
lows is night the day that more 
and better facilities will be re- 
quired to meet this demand for 
goods and services. That is why 
Dr. Lionel Edie, in one of his talks 
before the Conference Board 
about a year and a half ago, chose 
to stress three longer term cap- 
ital spending props— 
People: More of us, each demand- 

ing more and better goods and 

services, with the indicated ca- 
pacity to pay for them. —. 

Power: Combined consumer and 
business demands for power at 
a doubling-every-10-years’ rate. 
This calls for heavy capital in- 
vestment. 

Research: Public and_ private 
spending for research and de- 
velopment of new products and 
processes, as well as for cost- 
cutting, represents one ‘of the 
most rapidly expanding spend- 
ing sectors. Commercialization 
of this research spending means 
heavy capital investment. 

(3) Money Availability? Some 
point to tight money and reduced 
corporate liquidity and ask, 
“Where will we get the necessary 
money for rising capital spending 
over the next 5-10 years?” First. 
I should like to observe that the 
22% jump in such outlavs in 1956 
followed by a further 6°% increase 
this year is neither typical nor 
desirable for a two-year period 
in terms of normal growth needs. 
Even so, our studies show. that 
corporate cash flow, that jis, re- 
tained earnings plus séet-asides for 
depreciation and amortization, are 
equivalent to two-thirds to three- 
quarters of average corporate 
capital investment needs, with the 
balance coming from outside ac- 
commodation including bank term 
loans and public or private offer- 
ings of securities. We do not, ex- 
pect money availability to be a 
limiting factor affecting the cap- 
ital investment required: for a 
normal growth in our economy. 

(4) Return on Investment 
There is much talk of the 
cost/price squeeze on profits—that 
lowered profit margins mean low- 
er return on investment = and 
hence a deterrent to capital ex- 
penditures. We could easily de- 
vote a one-week seminar to this 
topic and still not resolve all con- 
flicts of opinion. Here, then, I 
can but best contribute a few ob- 
servations and a conclusion or 
two. The economy as a_ whole 
continues to enjoy peak corporate 
sales and profits. Relative stabil- 
ity in overhaul production activ- 
ity for nearly a two-year period 
has been rough on many marginal 
concerns, as reflected in wider 
divergences among companies in 
the same industry. More to the 
point, 1957 reported profits for 
many concerns have been unduly 
penalized by two factors (a) 
customers’ “living off inventories” 
and (b) delayed benefits of cap- 
ital expenditures made in 1955- 
1956-1957. We look for relief for 


profits in 1958-1959-1960 on both 
counts. We do not look for res- 
toration of the above - average 
profit margins of some of the 


postwar years, nor do we look for 
further attrition in profit margins 
before taxes with the expected 
growth in Gross National Product 
and corporate sales over the years 
ahead. 


III. Economic Outlook 1958 

We expect total business volume 
for 1958 to average slightly high- 
er than 1957, making it a new 
peak year for four years in a row. 
We seem to be all alone in thi 
forecast. But our forecasts fo 


1955, 1956 and 1957 were greete; 
with the same spekticism. Welt 
have to wait and see. ; 

Whether 1958 business 


ends y 
with a small plus, no change a 
a small minus is to me not ‘the 
major concern today. But | d 


want to take strong issue wit 
the “everything - is - going-to-hel], 
for-a-few-years” frame of } 
encouraged by much uninfo 
comment from both public 
private sources. 

Here are preliminary expecta. 
tions for 1958 on key indicators 

Production. 


ming 
rmeq 
and 





: _U. S. output of 
factories and mines to put the 
FRB Index a point or two above 
this year’s 1945 level. 

Gross National Product.—To pe 
up about 3% to $445 billion versus 
this year’s $435. billion. 

Consumer Expenditures.—Tp 
big factor in our forecast for next 
year — up some $10 billion, oy 
312 °,—helping to keep total busi- 
ness fairly stable through the first 
half—-with the plus sign coming 
after mid-year. 7 

Defense Department outlays t 
edge up from the $38 billion level 
missiles/rockets gaining at thg 
expense of aircraft and other milj 
tarv hard goods. 

State and Local Spending, 
Schools, roads, ete.—still a strong 
plus—up 5° -10%. , 

Business Spending. — The exf 
pected 5°--10%. drop in privatd 
outiays for new plant and equip} 
ment, is expected to be offset by 
a modest amount by higher publi¢ 
and private construction spending| 

Wages — Consumer _ spending 
power continues to benefit fron} 
rising wages. Factory average 
hourly earnings should be up 4%} 
next year, following 1957's plus 
5%. 

Prices—I expect consumer an 


industrial prices will average 
115% -2% higher next year— 
aheont half this year’s gain over 
1956. 


Steel Production — Steel con-) 
sumption may set a new peak this 
year, but consumers’ reduction of 
inventories will keep ingot pro- 
duction in the neighborhood of 
last year’s 115 million tons. We 
look for 1958 ingot output moder- 
ately below the 1957 level. 

Cars—Our estimate for °57 pas- 
senger car production has _ re- 
mained among the more optimis- 
tic. The industry itself has boosted 
its earlier estimates by 400,000- 
500,000. Six and a quarter million 
should be about the figure for this 
year. We don't have a firm fore- 
cast for 1958 yet, at least as good 
as this year’s output, with a pos- 
sible plus 4% normal growth fac- 
tor, looks like a reasonable target 

Housing Starts—My bets made 
at the end of 1956 that °57 starts 
would keep the 1,000,000 figure 
unbroken have come through 
some rough months but look much 
better now. A 10% increase for 
1958 is today’s forecast. Could be 
more. 

Farm Income—The basis of our 
original forecast that 1955-1956 
would be a bottoming out period 
for gross farm income rematls 
unchanged. The average 3% 





‘ : en = oy en ae ' 
gains for 1956 and 1957 have come, 


Larger mal=| 


from higher prices. 
keting next year should keep far 
income stable to a small plus. 
Banking For both 1955 anc 
1956 business loans of all com- 
mercial banks jumped ahead at a 
rate three times as fast as eat 
year’s respective rise in total 
business volume as_ representec 
by the Gross National Product 
For 1957 both series should mov® 
ahead about the same, roughl) 
5% over last year. For 1958, W 
think a rise in business loans 
(commercial and industrial) by all 
commercial banks in line with a! 
expected plus 3% in GNP 1s & 
good preliminary objective. L0a } 
rise and higher interest rates havé 
meant good operating results fo: 
banks this year and last. We don 
see much change in the level! h 


interest rates next year. The high- 
os 
Continued on page - 
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Well, 
nds yup 
ne Melvin Janes, a friendly, sandy-haired man 
t I dg in his early forties, may well be the world’s only 
e with trackwalker with a doctor’s degree. 
Pal Since 1953, Dr. Janes has trudged many a mile 
formeg along railroad tracks from Maine to Texas. His 
Ic ang mission: to check with his own eyes the killing 
cpecta. power of a unique railroad-bed weed destroyer. 
icators: Weeds are a menace to railroad men. They are 
tput of a fire hazard; wheels slip on them; they hold 
*Pibean moisture which rots the ties and undermines the 
" roadbed ; they make maintenance difficult. More 
—To be than 50 kinds of weeds grow along the tracks. 
versus Some die easily and stay dead—but many are 
$—Th too tough for ordinary weed killers. 
or next When Mobil scientists developed a promising 
“ed by new oil-based killer —AGRONYL R—Dr. Janes 
he first took to the tracks to check it out. It killed the 
coming weeds, all of them. Moreover, it’s heavy and 


lays t doesn’t blow on to adjacent farmland. It leaves a 
ays ( 


n level film that discourages new growth (and also helps 
at the keep the tracks from rusting). 

Tr mili You can’t buy AGRony- R herbicide for your 

ding, garden weeds. It wouldn't work in your home 
strong sprayer anyway. It was created for a specific job 

vega : —and it does that job without equal. 

privatd In the same way, Dr. Janes and his fellow 

equipy scientists develop countless other Mosit products 

f nal - for the special needs of your business, your car, 
ending your home. Whether it’s a motor oil or a gasoline 

ending or a gear lubricant, it’s unique in its field. And 

Deraad you can depend on its quality —for it is a 
up 4%| product of Mobil’s master touch in oil. 

’s plu For more information about Mobil research 

ae and development activities, write to Room 2400, 
iverage Socony Mobil Oil Company, Inc., 150 FE. 42nd 
year— St., New York 17, N. Y. 
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Devas Weise att sus a yYVa 
share of backing and filing 
this week, waiting on somc- 
thing that would call for deci- 
sive action. Missile items 
were popular more times than 
not but the enthusiasm even 
in this section was somewhat 
restrained. 


There were no signs of any 
decisive turnabout in the 
economy, notably auto sales 
and steel operations, nor any 
psychological lifts for the 
market such as more definite 
signs of an easy money policy 
by the Federal Reserve. Then, 
too, the season for establish- 
ing tax losses is at hand and 
there are few reliable yard- 
sticks around to indicate how 
much of such selling is still 
to be absorbed. 


Institutional Caution 


To the chart followers, 
there was still room on the 
topside for the year-end 
rally, particularly if there is 
any worthwhile reinvestment 
demand. There were few 
traces of anything much 
more than occasional bargain 
hunting by the institutional 
buyers who lately have shown 
a definite predilection for 
lower prices available on a 
selling climax. The picture is 
different for the longer range, 
however, and widespread ex- 
pectations that the October 
low ultimately will be tested 
are just another in the nega- 
tive attitudes that hardly call 
for any aggressive general 
buying. 


Year-End Dividend Action 
Watched 

A good many of the in- 
dividual moves were keyed to 
the traditional year-end extra 
dividends, Zenith is particular 
soaring on what is pretty 
much the gamut for dividend 
action—a $2 extra, a $2 spe- 
cial, a stock split proposal and 
advance indication of a divi- 
dend increase on the split 
shares. It ran up a string of 
appearances at a new high on 
the news — but a peak for 
1957 only and not even 
threatening the peaks of last 
year or of 1955. 


Outstanding on dividend 
disappointment was Western 
Maryland where hopes for 
the initial dividend had 
ranged up to $1.25. Declara- 
tion of a 75-cent rate, obvi- 
ously, was well below any 
such expectations and the 
stock suffered a bit since it 
had been hovering at a level 
that would show an indicated 
yield of around 512‘7, which 
isn’t overly attractive in a rail 
section where 7 and 8°; 
yields are available. Nickel 
Plate, in fact, recently held its 
reguiar rate but the stock, 


THE MARKET... AND YOU 


By WALLACE STREETE 





flcVeLltlicicss, is4iaue all UOUCCa- 
sional appearance at a new 
low where its return was 
better than 10‘c. 


Motors in Doldrums 


Layoffs in Canadian auto 
planis were an added bit of 
bad news for the depressed 
autos and indications tnat the 
domestic lines weren’t at- 
tracting any mad buying rush 
did little to brighten their 
picture. Even Chrysler, which 
is involved in one of the two 
missiles just ordered into pro- 
duction, shrugged off its par- 
ticipation in this glamor field 
and was toying with this 
year’s low on a couple of oc- 
casions. Ford was definitely 
heavy and sank to new lows 
w ith monotonous regularity 
which represents the poorest 
price seen for these shares 
since they were available 
publicly. That adds up to a 
trim of more than a third 
from the price at which the 
shares were marketed orig- 
inally. ; 

What buying suggestions 
were being bandied around 
showed some attention going 
to the unbeaten paths, such as 
Bausch & Lomb Optical in the 
counter market which has 
been holding in a five-point 
range, half of last year’s 
swing. The company has been 
showing a comfortable earn- 
ings picture and recently put 
a 20‘ stock dividend on the 
calendar for approval by the 
stockholders early next year. 
One new product, a slide pro- 
tector. has been going well 
and the firm will be hard- 
pressed to keep production up 
to demand for it. 


The Utilities and Money 
Easing 

There was also consider- 
able attention being given to 
the normally defensive utility 
section, particularly since 
signs of loosened reins on the 
money market could indicate 
that the low point has been 
passed. American Telephone 
has been showing steady re- 
covery, tacking on a point or 
better for several sessions in 
a row which isn’t the normal 
behavior of this investment 
favorite. 

Part of the attraction in 
Telephone is the huge con- 
vertible debenture financing 
being planned for early next 
year. The famous $9 dividend 
on Telephone has been a fix- 
ture for more than three dec- 
ades but computing the yield 
solely on the basis of the cash 
payment ignores several good 
“extra payments” via valu- 
able rights to holders since 
World War II. However, on 
only a cash dividend basis 
Telephone’s yield is well 


above 5‘., which is above- 
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average even for the ragged 
.narkets of late. The issue nas 
veen well deflated from the 
187 peaks of 1996 and 1955. 


Recovering Chemical Issue 


For an equally well-de- 
flated, quality issue Allied 
Chemical was starting to 
build up a following. In slid- 
ing from its peak of 129 in 
1955, Allied has _ retraced 
nearly half the distance at its 
recent low. It was one of the 
first chemical companies to 
show a clearcut profit-pinch, 
which started the downtrend. 


Allied might be making 
some kind of a _ turnabout, 
since the third quarter sales 
and earnings made a good re- 
bound while the period 
wasn’t anything rousing for 
industry generally. 


Overall preference still 
seemed to concentrate on the 
consumption items, as against 
the hard goods manufactur- 
ers, and some of the stores 
and other soft-goods items 
were prominent in reaching 
new peaks in dreary markets. 


Interesting Food Issue 


H. J. Heinz is one producer 
offering comforting sales and 
profit figures for the halders. 
The growth hasn’t been over- 
ly spectacular but has been 
steady. Marketwise, however, 
the stock has done little, carv- 
ing out a 10-point range for 
the year and lately available 
close to the low of the range. 
The company, in addition to 
its important stature domes- 
tically, also has one of the 
larger foreign operations 
around. In fact, it operates in 
something like 200 countries 
abroad. There isn’t much 
stock around since the major- 
ity of the 1.6 million shares 
outstanding is family held. 
This would usually, in the 
face of any sustained demand, 
make for volatile price action 
which the action of the stock 
belies so far. 


Sinclair Oil, seventh largest 
in the field, is another issue 
that has commanded little in 
the way of investment atten- 
tion in recent years mostly 
because the preference has 
been for the integrated com- 
panies and not for those that 
have to buy crude, as Sinclair 
does. Yet Sinclair has been 
making strides to make up its 
crude deficiency, including 
acauisition of the properties 
of Southern Production and a 
large stock interest in Texas 
Pacific Coal & Oil. The rela- 
tively static supply of crude 
furnished by properties under 
its control took a strong up- 
turn this year with a good 
chance that the figure of 


around 35‘. prevailing for 


years could reach 50‘; next 
year or shortly after. 
|The views expressed in this 


article do not necessarily at any 
time coincide with those of the 
“Chronicle.” Theu are presented 
as those of the author only.] 


The Credit Approach in 
Underdeveloped Countries 


By THE HON. H. V.R. IENGAR* 


Governor of the Reserve Bank of India: 
Alternate Governor of the World Bank and Fund for India 


Indian finance official asserts that midst rise in standard of 
living in West, conditions in Asia have remained static 0; 
deteriorated, with people becoming astir with demands fo, 
ending poverty. Asserts India affords favorable conditions 
for foreign investor, but her fiscal policy must follow social 
needs. Concludes while underdeveloped countries must em- 
brace pelicies to prevent inflation, they cannot achieve any 
increase in living standards without “massive” support 
from the West. 


As far as my own study of 
monetary history over the last 40 
years is concerned, it is a fact that 
experts have often strongly disa- 
greed with each other. Moreover, 
the world is a large place, and, 
although monetary problems may 
be structurally similar in all coun- 
tries, they will not be susceptible 
of a uniform pattern of solution. 

The theme of my talk today may 
be stated as follows: what should 
be the credit approach to fiscal 
and monetary policy in an under- 
developed country which is mak- 
ing efforts to raise the standard of 
living of its people, and what are 
the limitations of such a policy in 
the context of the standard of im- 
provement aimed at? 

In dealing with this then, I ven- 
ture to speak on the basis of 
Indian experience, not merely be- 
cause I am familiar with it but 
also because I think the lessons 
we are gathering in India will be 
found to have relevance to other 
Asian countries engaged in the 
task of economic development 
through democratic methods. 

But before starting on the main 
subject, I think it is essential to 
state briefly the general social and 
economic background in the light 
of which policy has to be framed 
in most Asian countries. 

It is a truism to say that there 
is great poverty in Asia. This pov- 
erty which, from a distance, may 
appear to be merely a disturbing 
social phenomenon is to us, living 
in India and most other countries 
in Asia, a grinding and daily 
reality. 


Contrasting Deterioration in Asia 

In the last half century, when 
great changes have taken place in 
the West and, in spite of two 
devastating wars, the standard of 
living has gone up so remarkably, 
conditions in many parts of Asia 
have either remained static or in 
some places actually deteriorated. 

Some 40 years ago, an able and 
imaginative Englishman working 
in India conducted a survey of 
economic conditions in a village in 
Bombay State. He was horrified 
at the poverty disclosed by his 
survey. 

This same village was resur- 
veyed a couple of years ago by 
one of our research institutes. The 
conditions of the village lent 
themselves admirably for such a 
resurvey, for it was, like the ma- 
jority of Indian villages, away 
from the main road and the tenor 
of its simple agricultural economy 
had not been disturbed by the in- 
tervention in the neighborhood of 
any large industrial establishment. 

According to the survey, time 
had stood still in this village. Dur- 
ing a period of nearly 40 years 
poverty had continued its malevo- 
lent supremacy, and the people 
lived in the same primitive condi- 
tions as their fathers had done. 
This would be true of tens of 
thousands of villages in the Indian 
subcontinent, in spite of the pro- 
grams of development that have 





“Statement by Mr. Iengar at the Joint 
Informal Discussion on “Current Prob- 
lems of Credit and Fiscal Pelicy” spon- 
sored by the World Bank and Interna- 
tional Monetary Fund, Washington. 


been initiated in the country in 
recent years. Si 

Now, this large mass of people 
has become astir. In India we have 
had two general elections 01) the 
basis of universal adult iranchise 
and the peasants and the workers 
are conscious of their politica] 
rights. And powerful winds have 
been blowing across the country 
sometimes a little gusty, shaking 
them from their torpor; and they 
are beginning to demand that 
something must be done and done 
quickly to improve their lot. The 
old passivity, the resignation to 
the forces of fate is giving way 
with remarkable quickness to the 
feeling that poverty is a disease 
that can and should be mastered. 


Awakening and Development 


It is this awakening of millions of 
people that has given urgency to 
plans of development in India and 
other Asian countries. There are 
some people who seem to think 


that Asia is in too great a hurry, 


that India, in particular, is over 
ambitious and desirous of catching 
up too quickly with the West. This 
is very far from being true. 

At the end of the First Five 
Year Plan in April 1956, the per 
capita income in India per year 
was $50, less than one dollar per 
week. And all that is contemplated 
by the Second Plan is to raise it 
to about $60 in five years, or a 
dollar and 15 cents per week. 

With the successive Plans that 
are to follow, the hope is, in a 
period of 25 years, to double the 
income. That is to say, in about 
20 years from now all that we are 
hoping to achieve is a per capita 
income of $100 per year. 

I do not think anybody will, in 
all conscience, regard this as an 
over-ambitious target. 

It was known that the problem 
of mobilizing the resources re- 
quired for implementing a plan 
of the dimensions stated above 
would be difficult, but it has 
turned out to be even more com- 
plex than we had thought. The 
crucial question has been how 
much of its growing income the 
community can set apart for cap!- 
tal formation—how far, in other 
words, it can sacrifice on col- 
sumption. 

An assessment of this problem 
is difficult because it involves @" 
assessment of the sum total of the 
voluntary responses Cf a vast !!}@°5 
of people. But such informatio 
as is available suggests thal the 
increased rate of investment tha 
was taken into account is not tak 
ing place. The new incomes s¢'- 
erated by development have = 
crued, in large part. to people W"? 
are still below the subsistene 
levels, and in retrospect !' “* 
clearly an over-simplificatio! LO 
assume that any particulal 
portion of the newly generates 
incomes would be available ‘°! 
sustaining the levels of inves' 
proposed. A development pros’ 
of the magnitude attemptc 
India cannot but set up inflate’ 
ary pressures, and a major tas* © 
and monetary 
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A missile’s accuracy in reaching its target 
depends upon the reliability of precision elec- 
tronic controls. 

From the beginning, scientists and engineers 
of the International Telephone and Telegraph 
Corporation have been at work on guided mis- 
sile systems, applying world-wide experience 
and a score of special skills. 

FEDERAL TELECOMMUNICATION LABORATO- 
RIES and FARNSWORTH ELECTRONICS COMPANY, 





We build electronic “BRAINS” for guided missiles 


both divisions of ITaT, are deeply engaged in 
the research, development, and manufacture of 
missile guidance and precision remote control 
systems... contributing to the conception and 
operation of such missiles as the Terrier, Talos, 
Sparrow, Meteor, Rascal and Bomare. 

Missile guidance is one more field in which 
the creative engineering and the integrated 
facilities of I[TaT are developing new concepts 
in electronics and telecommunications, 





INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York 4, N.Y. 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





J. Luther Cleveland, Chairman 
of the Board of Guaranty Trust 
Company of New York, has an- 
nounced that at a special meeting 
of the board 
of directors 
held on Nov. 
27, Dale E. 
Sharp was 
elected Presi- 
dent and a Di- 
rector of the 
company to 
succeed Wil- 
liam L. Kleitz, 
whose death 
occurred Nov. 
19. Mr. Sharp 
was formerly 
Executive 
Vice -Presi- 
dent. 

Mr. Sharp became a member of 
the Guaranty staff in 1931. He 
was appointed a Vice-President in 
1942 with supervision over the 
company’s banking relationships 
in the Midwest. He was advanced 
to the general management of the 
bank in January, 1955, and ap- 
pointed Executive Vice-President 
in September of the same year. 


Prior to joining the Guaranty 
Trust Company -he was employed 
by the National Bank of Com- 
merce in New York, 1924-28, and 
by John Nickerson & Co., New 
York, 1928-30. 





Dale E. Sharp 


The Hanover Bank, New York, 
on Nov. 29 announced the ap- 
pointment of 12 officers. 


Named Assistant Secretary were: 
Miss Jane Clements, 72nd Street 
Office; Miss Margaret M. Curtin, 
42nd Street Office; Arthur F. Bod- 
dicker, Church Street Office; Law- 
rence P. Galt, Jr., Credit: Charles 
B. Grimes, Jr., Personal Trust 
Administration; Richard F. Hun- 
newell, City Division; J. Joseph 
Quinn, Purchasing; and John G. 
Nicholson, Fred L. Rush and 
James A. Turley, Jr., Will Review 
and Estate Analysis. 

Appointed Assistant Treasurers 
were: Robert C. Isban, Adminis- 
tration and Mario P. Regna, Trust 
Administration. 


x = 3 
Arthur B. Goetze, President of 
has 


Western Electric Company, 
been elected 
to the Board 
of Directors of 
Chemical Corn 
Exchange 
Bank, New 
York, it was 
announced on 
Nov. 29 by 
Harold H,. 
Helm, Chair- 
man of the 
bank. Mr. 
Goetze is a Di- 
rector of San- 
dia Corpora- 
tion, Bell Tel- 
ephone Lab- 
oratories, Nassau 


Arthur B. Goetze 


Smelting 


& 
Refining Company, Teletype Cor- 


poration and Northern 
Company, Ltd. of Canada. 


5 


Electric 


Chemical Corn Exchange Bavuk, 
New York, has elected LeRoy W. 
Campbell to its Grand Central 
Area Advisory Board, it was an- 
nounced Dec. 4 by Harold H. 
Helm, Chairman. Mr. Campbell 
has been associated with the bank 
since 1929 and retired on Dec. 1] 
as executive Vice-President. 


russell W. Billman, Arthur 
Gardener and John Hannon, all 
formerly Assistant Vice - Presi- 
dents, were named Vice-Presi- 
dents at Bankers Trust Company, 
New York, Dec. 2, it was an- 





nounced by William H. Moore, 
Chairman of the Board. 

Simultaneously, Mr. Moore an- 
nounced that C. J. Bridges, Man- 
ager of the bank’s London Office, 
was named Vice-President and 
Manager and that Stephen C. 
Wisely, Auditor of the overseas 
branch, was named Assistant 
Manager. 

Mr. Moore also announced the 
election to Assistant Vice-Presi- 
dent of John E. Morrison, Jr., 
head of the bank’s Long Island 
City Office, and appointed Harold 
F. Adams, of the Trust Depart- 
ment, an Assistant Secretary and 
Thomas J. McGrath of the Install- 
ment Loan Division, as Assistant 
‘Treasurer. 

Mr. Billman, with the bank’s 
division which handles activities 
in »oth the Middle West and Far 
West Territories, has been with 
3ankers Trust Company § since 
1936. Mr. Billman was named an 
Assistant Treasurer in1948 and an 
Assistant Vice-President in 1951. 

Mr. Gardener, with the Wall 
Street Office of Bankers Trust 
Company, has been with the bank 
since 1926. With the Banking De- 
partment of Bankers Trust Com- 
pany since 1945, Mr. Gardener 
was first named to the official 
staff of the company in 1934; was 
named a Trust Officer in 1944 and 
an Assistant Vice-President a 
vear later. 

Mr. Hannon, associated with the 
bank's division which deals with 
activities in the South Atlantic 
and Southwestern states, has been 
with Bankers Trust since 1946. 
Mr. Hannon was named an Assist- 
ant Treasurer in 1951 and an 
Assistant Vice President in 1954. 


The promotion of five officers 
to new official posts and the elec- 
tion of eight staff members as 
junior officers with The Marine 
Midland Trust Company of New 
York has been announced by 
George C. Textor, President. 


James G. Baldwin was ad- 
vanced to Administrative Vice- 
President and Secretary from 
Vice-President and Secretary, and 
John R. McGinley and Harold W. 
Rasmussen were advanced _ to 
Acministrative Vice-President 
from Vice-President. 

James O. Frein and Joseph H. 
Scarlett were advanced to Assist- 
ant Vice-Presidents from Assist- 
ant Secretaries. 

New Assistant Treasurers in the 
departments indicated included: 
Frederick W. Barrett, Credit; A. 
Hunter Bowman, Midtown 
Branch; John D. Griffin, Pomo- 
nok Branch; John J. Kane, White- 
hail Branch; Eugene J. Mahoney, 
Credit; Harola T. Peterson, Main 
Office; Thomas J. Rvan, William 
Street Branch; Richard G. Stiene, 
Auditing. 


On Nov. 29, Mr. Felix S. Wass- 
mann, Vice-President of The Bank 
for Savings in the City of New 
York, was honored on completing 
25 years of service with the bank. 
Commemorating the occasion Mr. 
Alfred S. Mills, President of the 
Bank, presented him with the 
bank’s gold Bee Hive pin and a 
handsome gold wrist watch. 

Mr. Wassmann was named Vice- 
President in charge of the Invest- 
ment Securities Department in 
April 1953. Coming to the bank as 
a clerk in December 1932 he sub- 
sequently served as Assistant Sec- 
retary and Assistant Vice-Presi- 
dent. 

Mr. Wassmann becomes the 54th 
member of The Bank for Savings’ 
Quarter Century Club. 

%: % * 


A two and one-half split of 
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present stock and an offering of 
an additional 25,250 shares by The 
Queens National Bank of New 
York, Springfield Gardens, N. Y. 
has been announced by J. A. Mel- 
nick, Chairman of the Board. 


The split results in a change in 
the par value of the stock to $10 
per share. The sale of the addi- 
tional shares will increase the to- 
tal number of shares of capital 
stock outstanding to 85,250. 


The additional stock is being of- 
fered to present stockholders in 
ratio to their present holdings at 
a subscription price of $22 per 
share. The stockholders’ subscrip- 
tion rights will expire on Dec. 12. 

Bo Bo %: 

Stockholders of Stamford Trust 
Co., Stamford, Conn., approved 
the merger with First National 
Bank in Greenwich and National 
Bank of Norwalk. Combined re- 
sources would be over $110,000,- 
000. Previous article appeared in 
Nov. 14 issue of the ‘‘Chronicle” 
page 22. 

* * * 

A. F. Hauck, Vice-President in 
charge of the Foreign Department 
of the Provident Tradesmens Bank 
and Trust Company, Philadelphia, 
Pa., retires on Dec. 1. 

Mr. Hauck who started his bank- 
ing career 46 years ago with the 
Tradesmens National Bank is a 
member of the Bankers Associa- 
tion of Foreign Trade, and retires 
with a national reputation in the 
Foreign Department field. 


Girard Trust Corn Exchange 
Bank, Philadelphia, Pa. will open 
an office on 63rd Street near 
Girard Avenue, Monday, Dec. 9. 

Hans A. Jungels, Assistant 
Treasurer, will head the new of- 
fice. John W. Fox will be Assist- 
ant Manager. 


The Board of Directors of the 
City Bank and Trust Company of 
Reading, Pa., at its regular meet- 
ing Nov. 26 declared a regular 
semi-annual dividend of 70 cents 
per share and an extra dividend 
of 60 cents per share payable Jan. 
2, to shareholders of record Dec: 
14, 1957. This dividend is the 
same amount as that paid a year 
ago and marks the 12th consecu- 
tive year in which the bank has 
paid extra dividends at year end. 


Oil City National Bank, Oil City, 
Pa., with common stock of $500,- 
000; and The First National Bank 
of Emlenton, Emlenton, Pa., with 
common stock of $150,000, consoli- 
dated effective as of Nov. 16. The 
consolidation was effected under 
the charter and title of “Oil City 
National Bank.” 

At the effective date of consol- 
idation the consolidated bank will 
have capital stock of $665,000, di- 
vided into 33,250 shares of com- 
mon stock of the par value of $20 
each; surplus of $1,850,000; and 
undivided profits of not less than 
$465,783. 


Merger certificate was issued 
Nov. 18 by the office of the Comp- 
troller of the Currency, approv- 
ing and making effective as of the 
close of business Nov. 20, the 
merger of Citizens State Bank of 
Bristol, Bristol, Ind., with common 
stock of $25,000, into The First 
National Bank of Elkhart, Ind., 
with common stock of $700,000. 
The merger was effected under 
the charter and title of “The First 
National Bank of Elkhart.” 

At the effective date of the 
merger the receiving association 
will have capital stock of $725,000, 
divided into 14,500 shares of com- 
mon stock of the par value of $50 
each; surplus of $1,360,000; and 
undivided profits of not less than 
$449,186. 


# 


By a stock dividend, the com- 
mon capital stock of The First Na- 
tional Bank of Monroe, Mich. was 
increased from $300,000 to $400.- 
000 and from $400,000 to $500,°00 
by the sale of new stock effective 
Nov. 18. (Number of shares out- 


standing—50,000 shares, par value 
$10.) 


By a stock dividend The Batav- 
ian National Bank of La Crosse, 
Wis. increased its common capital 
stock from $250,000 to $500,000 ef- 
fective Nov. 18. (Number of shares 
outstanding — 25,000 shares, par 
value $20.) 


On Aug. 22, 1957 The City Na- 
tional Bank of Duluth, Minn, and 
the Northern Minnesota National 
Bank of Duluth, Minn. consoli- 
dated to form The Northern City 
National Bank of Duluth. 

Herman C. Matzke retired in 
February, 1956, as Chairman of 
the Board of Directors of the City 
National Bank of Duluth and Mr. 
William A. Gray, formerly the 
President of The City National 
Bank of Duluth, is presently the 
Executive Vice-President of the 
Northern City National Bank of 
Duluth. 

The common capital stock of the 
First National Bank in Harriman, 
Tenn. was increased from $100,000 
to $200,000 by a stock dividend ef- 
fective Nov. 20. (Number of shares 
outstanding — 2,000 shares, par 
value $100.) 


The Board of Directors of the 


Birmingham Trust National Banter? irst National Bank stock, t! 


Birmingham, Ala. on Nov. 27, 
elected Mr. Frank A. Plummer 
President of the Bank, effective 
Jan. 14, the date of the Annual 
Stockholders’ Meeting. 

Mr. Plummer was Executive 
Vice-President and Director of 
Marine Bank & Trust Company, 
Tampa, Fla., from 1946 to 1952, 
and since that time he has been 
Senior Vice-President and Direc- 
tor of the First National Bank, 
Montgomery, Ala. 

At the same meeting Mr. Cole- 
man was elected Chairman of the 
Board. He served as President 
since Oct. 1, 1937, and has also 
performed the duties of Chairman 
since January, 1950. He will con- 
tinue as chief executive officer. 


The Talladega National Bank, 
Talladega, Ala. increased its com- 
mon capital stock from $100,000 
to $200,000 by a stock dividend 
effective Nov. 19. (Number of 
shares outstanding—16,000 shares, 
par value $12.50.) 


By the sale of new stock the 
Longview National Bank, Long- 
view, Tex., increased its common 
capital stock from $1,000,000 to 
$1,125,000 effective Nov. 22. (Num- 
ber of shares outstanding—56,250 
shares, par value $20.) 


Details of the proposed merger 
of three major Salt Lake City 
banks into a _ single institution 
which would bear the name, Zions 
First National Bank, were set 
forth in a letter sent Nov. 30 to 
stockholders of the First National 
Bank of Salt Lake City, Zion’s 
Savings Bank and Trust Co., and 
Utah Savings and Trust Company. 

Approved by the U. S. Comp- 
troller of the Currency, the letter 
gives a resume of the plans for 
the proposed merger and sets Dec. 
1l as the date for stockholders’ 
meetings at each of the three 
Main Street institutions. 

If the majority of stockholders 
vote in favor of the merger, final 
approval will be sought from the 
U. S. Comptroller of the Currency 
in Washington, D. C., with Dec. 
31, 1957 as the proposed date for 
the merger. 

Under the proposed plan, Zion's 
Savings Bank and Trust Co., es- 
tablished in 1873, and Utah Sav- 
ings and Trust Co., dating to 1889, 
will be merged into the First 
National Bank of Salt Lake City, 
which had its formal beginnings 
in 1890. 

At the Dec. 11 meetings, share- 
holders of all three banks will 
vote on the proposed merger. The 
stockholders of First National 
Bank of Salt Lake City will vote 
on four additional proposals: 


(1) That the name of the re- 
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Paradox of Sterling’s Recovery 
With Poor Balance of Payments 


By PAUL EINZIG 


The paradoxical phenomenon of a recovery in sterling despite 
continued unsatisfactory British balance of payments and 
little improvement in the domestic economy is ascribed by 
leading British economist to factors affecting other countries 
and their currencies; e. g., lowering U. S. A. rediscount rate. 
Dr. Einzig credits the government with being firm about fight- 
ing inflation, and deplores inflationary effect recent hardening 
of sterling is apt to have upon trade union demands and 
employer concessions. 


LONDON, Eng.— Sterling has 
now been above its parity of $2.80 
for some weeks and the Exchange 
Equalization Fund has been able 
to recover 
some of the 
zeid lost in 
August and 
September. 
Indeed, there 
were days in 
November 
when sterling 
was almost 
unobtainable 
in Zurich. It 
would be 
highly grati- 
fying if we 
were justified 
in claiming 
thet this im- 
provement has been the result of 
some fundamental change of the 
economic situation for the better. 
Unfortunately, any such assump- 
tion would be over-optimistic. The 
October balance of payments fig- 
ures of the United Kingdom were 
unsatisfactory, and there is no 
reason to suppose that November 
would produce a striking improve- 
ment in this sphere. The deterio- 
ration of the balance of payments 
of the other Sterling Area coun- 
tries, brought about by the decline 
in world commodity prices, is 
causing growing concern in Lon- 
don. Nor has the drain on the 
sterling balances of Sterling Area 
countries come to an end. 

The index of the cost of living 
continues to rise slowly but stead- 


Pau: Einzig 


ily. Output statistics are so dis- 
appointing that the statisticians 


have come under criticism. There 
“re no indications that the trade 
unions intend to abandon or scale 
down their wage demands. Al- 
though there are no major strikes 
at the time of writing, the trucu- 
lent attitude of labor is indicated 
by a number ef minor strikes. 

At one of the nativnalized coal- 
fields there is an unofficial strike, 
because the National Coal Board 
is not prepzred to compensate the 
miners for their loss of bonus pay- 
ments resulting from their earlier 
strike! This may sound like one 
of the large crop of jokes pro- 
duced nowadays about the impos- 
sible attitude of industrial work- 
ers; but, unfortunately, it happens 
to be true. 

Indications of a slight softening 
in the attitude of the unions are 
not sufficiently distinct to war- 
rant optimism. Nor could the im- 
provement of sterling be accounted 
for on the ground of any note- 
worthy improvement in the po- 
litical outlook, domestic or inter- 
national. 

The explanation of §sterling’s 
improvement lies not in factors 
directly affecting Britain and ster- 
ling but in factors affecting other 
countries and their currencies. 
Sterling is harder because other 
currencies appear to be softer. The 


reduction of Bank rates in the 
United States has given rise to 
opiimism in continental foreign 


exchange markets about the pros- 
pects of sterling. The view is 
taken that, since the United States 
authorities are now  reflating, 
while the British authorities are 
still disinflating to some degree, 
sterling should improve in terms 
of dollars. Likewise, there are 
indications that wages and prices 
in Western Germany are on the 


increase, which again is a bullish 
point for sterling. The franc ‘is 
once more under a cloud, and some 
of the French money seeking to 
escape is tinding its way to 
London. 

‘bmere has been a fair amount of 
covering of short positions in ster- 
hng auring November. This: is 
helpful as far as the immediate 
position is concerned. But the ex- 
istenece of a large short position 
in sterling constitutes a substan- 
tial hidden reserve, and its reduc- 
tion through bear covering does 
not improve sterling’s future pros- 
pects. Should some adverse factor 
arise-—such as another devalua- 
tion of the French franc, or a ma- 
jor strike, or a crisis in the Mid- 
dle East—-the fact that the short 
position in sterling today is much 
smaller than it was two months 
age means that there will be much 
wider scope for a new wave of 
speculative selling of sterling. 

All this may sound like the ap- 
plication of the definition of a 
pessimist as one who, when de- 
scending a steep slope, is gravely 
concerned with the prospects of 
having to climb up that slopes 
ogain, in contradistinction to the 
optimist who, when struggling up- 
hill, is rejoicing about the pros- 
pects of soon being able to descend 
again, But while the attitude of 
optimists and pessimists does not 
affect the gradient of the slope, if 
does affect the psychological and 
material conditions on which ster- 
ling depends. Should the present 
wave of optimism result in a 
strengthening of the gold and dol- 
lar reserve. it would tend to en- 
courage the trade unions to insist 
on their wage demands, and it 
would also tend to encourage em- 
ployers to concede those demands 
on the assumption that they would 
be able to add the higher wages to 
their prices. The stronger sterling 
becomes the less the Government 
will feel impelled to maintain and 
reinforce its disinflationary meas- 
ures, but for which any wage in- 
creases could easily be passed on 
to the consumer. 

To give the Government its due, 
it now seems to be inclined to 
adopt a reasonably firm attitude 
in face of wage claims by its own 
employees. Moreover, the annual 
Treasury scrutiny of departmental 
estimates of expenditure for 1958- 
1959 is based on the declared prin- 
ciple that if it is inevitable to 
spend more in one direction, a 
corresponding amount has to be 
cut down in some other direction. 
To what extent this principle will 
be enforced in practice remains to 
be seen. But evidently the Gov- 
ernment is now prepared to go 
further than merely to limit the 
volume of bank credit and await 
the result. 

Fortunately for the Govern- 
ment’s political future, the Oppo 
sition has discarded all pretense 
alta statesmanlike attitude in face 
of the national danger of nonstop 
inflation. The Government’s dis- 
inflationary efforts are opposed 
in every direction, in the hope 
that their inevitable unpopularity 
would help the Socialist Party to 
victory at the next election. But 
this attitude rests on a misjudg- 
ment of the mood of the country. 
The Government is likely to be 
forgiven for a great deal, if only 
iis disinflationarv drive produced 
the desired results. 
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Bank and Insurance Stecks 


By ARTHUR B. WALLACE 
This Week — Insurance Stocks 











Presentation this week of a 
writing profit (or loss) margin of 


higher rates are needed. For 1956, 


reporting used convention 


increases than have been granted; 


units through serious depletion of surplus will do neither the 
policyholders nor stockholders any good. Convention or association 
values fool nobody who can multiply figures. 
readily available at practically all companies. 


Underwriting Profit (or Loss) Margins 


10-Vear Average 
te 12/8L/56 


Aetna Insurance - rob 
Pt a. | a 1.9 


“American Insurance —__- 1.8 
Bankers & Shipners__-- 8.4 
Boston Insurance —_ ___- 1.0 

+Continental Insurance _-_- 4.4 
Federal Insurance __--- 12.5 
Fidelity Phenix —_------ 3.8 
Fire Association —_._._~-. 0.6 
Fireman's Fund __----- 3.6 

yFiremen’s Insurance __-- at 
8 | | ee ee 6.0 
Great American __----- y My | 
Hanover Insurance —_- 2.5 
Hartford Fire __ wiatetl 6.4 
Home Insurance .....-.-- 2.1 
Insurance Co. No. America 6.5 

*tNational Fire _...--.-.-- 0.5 
National Union JF ire__- a] 
New Hampshire 1.0 


Northern Insurance __ ~~ 6.5 


POPE BRAVO! occcmnecsuns 5.9 
Pacific Fire ....-- sa 8.4 
Phoenix Insurance —__-- 3.0 
Provident Washington  - —2.6 
Pt. Se ee dchaendten 6.6 
Security Insurance --_--- 1.1 
PEED dddtitddanca<a 2.4 
United States Fire___.--~- 5.5 
Westenester ........... 5.9 
Aetna Casualty —_.----- 5.3 
American Re-Insurance - 2.9 
American Surety —----- —0.7 


Continental Casualty —-- 6.3 


Fidelity & Deposit ---~-~- 14.6 
Massachusetts Bonding —- 0.0 
Seaboard Surety -_.-..-.-- 22.6 
U. S. Fidelity & Guaranty 5.0 

American Insurance data does not 


*+Continental Insurance and Firemen’s of Newark are working on a merger, not 
not included 


reflected above. National Fire data 


a group of fire-casualty stocks 
brings out clearly the adverse trend that these companies have had 
to contend with, for we give not only the long-term average 
underwriting profit margin (ten years), but that for the last five 
years averaged, and that for the latest complete year, 1956. As 
readers of this space are aware, we expect 1957 to be at least as 
bad as 1956, possibly worse, in underwriting results, so carrying 
the periods forward a year when the data becomes available 
would not alter much the general picture. 


In arriving at the five-year and ten-year averages, we have 
gone back to the full dollar relationship of the ratios (losses and 
loss adjustment expenses to earned premiums; and underwriting 
expenses incurred to net premiums written), as this calculation is 
more accurate arithmetically than averaging averages. 


A considerable majority of these stocks show a decided trend 
working from the ten-year average through the five-year and 
then to one-year line. It seems to this writer that material of this 
sort should be convincing to the 
23 of these 38 units have com- 
bined loss ratios; and the five-year average ratio figures of a 
large proportion of them are we!l below what insurance companies 
are presumed to show for such a period. 

Rate increases have been very slow in coming through; and 
with the securities markets causing large shrinkages in portfolio 
values and hence in surplus accounts, it is not impossible that 
some of the smaller companies may find the going rough. Indeed, 
in the current third quarter report of one carrier, convention 
values are shown, with market values roughly 30% lower. 

At the 1957 mid-year date a fairly large number of those 
(or “association” ) 
wonders how close to serious depletion of surplus account some 
companies may come for 1957 if underwriting losses continue to 
mount and portfolio valuations continue to decline started last 
July. The supervisory authorities hold to the idea that the experi- 
ence with present rates has not run long enough to justify more 


to 12/38/56 1956 

% 0.5% — 3.8% 
—O.1 — 7.9 
0.0 — 4.9 
6.1 2.6 
—12 — 8.6 
2.1 —- 2.7 
11.3 3.7 
1. — 3.5 
—0.5 — 3.4 
1.5 ~ 
2.1 — 44 
5.6 5.9 
1.3 4.0 
0.2 —- 4.5 
5.4 0.9 
—0.9 — 6.2 
5.3 2.7 
2.2 —14.6 
—0.5 — 8.2 
—2.0 — 6.0 
5.8 4.4 
3.2 ~ 2.7 
6.0 2.6 
0.4 — 7.2 
—7.0 — 8.4 
5.5 1.6 
—1.0 - 9.5 
—0.6 — 88 
2.7 — 2.9 
3.0 ~ 2.9 
5.4 1.7 
4.9 8.3 
—0.4 — 2.0 
6.8 5.1 
13.5 12.1 
1.2 1.9 
22.4 31.2 
4.1 0.6 

include American Automobile Ins. Co 



























































tabulation giving the under- 


supervisory authorities that 


values; and one 


but of course weakening some 


Portfolio lists are 


5-VYear Average 


in Continental Casualty. 








VATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government i» 
Kenya Colony and Uganda 
Head Office: 26 Bishopsgate 
London, E. C. 2. 
West End (London) Branch: 
13, St. James’s Square, S. W 1 
Branches in India, Pakistan, Ceylon 
Burma, Aden, Kenya, Tanganyike 
Uganda, Zanzibar, and Somali- 
land Protectorate. 
Authorized Capital____£4,562,50e 
Paid-Up Capital___-~-~- £2,851,562 
Reserve Fund__-_----- £3,104,687 
The Bank conducts every description o1 
banking and exchange business 
Trusteeships and Executorships 
also undertaken 
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Continued from page 13 


Open Trade and 


Investment for 


Canadian and World Growth 


vorting countries as they are por- 
trayed in the histories of 19th 
Century imperialism. 

Americans know, too, that Can- 
ada, as a capital-importing coun- 
try, bears no similarity whatever 
to those backward countries which 
exploded in manifestations of nar- 
row nationalism under the impact 
of capital imports in the 19th 
Century. 

In the investment field, I think 
you will agree, Canadian-Ameri- 
ean relations are as unique as 
they are auspicious. 

The respect which Canada en- 
joys in your country and abroad 
for its political and social insti- 
tutions and for its unblemished 
record of integrity in its inter- 
national obligations is a dominant 
factor in this relationshin. 

Add to this favorable political 
climate for investment the fact 
that Canada today has a well- 
teveloped capital market of its 
own and a growing reservoir of 
technical skills and it is hard to 
eseape the conclusion that invest- 
ment oppertunities north of the 
border “open boundless economic 
opportunities.” 

Lest any imagine that I am 
being boastful or self-righteous, 
let me say that Canadians hold 
similar views about the climate 
of investment opportunity in the 
United States. Proof that this is 
so is found in the fact that on a 
per capita basis, Canadian invest- 
ment in the United States is con- 
siderably larger than American 
investment in Canada. 

I would not wish to leave the 
impression that Canadian growth 

ind expansion are preponderantly 
dependent upon investment from 
outside our borders. Foreign in- 
vestment, it is true, has acceler- 
ited the tempo of Canadian 
growth. It has had a stabilizing 
influence, too, on Canada’s bal- 
ance - of - payments, and is 
hastening the “filling in” and 
“rounding out” of the economy 
by encouraging the growth of do- 
mestic consumer goods industries 
ind of advanced manufacturing. 

But domestic Canadian savings 
and investment account form the 
fion’s share of the expansion 
which we have been experiencing, 
Canadians themselves have trans- 
formed great quantities of savings 
into new capital formation at a 

yace substantially in excess, pro- 
vortionately, of the rate of capital 


it 


formation in the United States 
and rivaling even the achieve- 


ments of the Federal Republic of 
Germany. 


Higher Per Capita Trade 

That brings me to trade-—third 
of the four great factors to which 
we must turn for evidence to sup- 
»0rt the growth prospects which 
I have already outlined. 

Because she is both economically 
:dvanced and internationally spe- 
tialized, Canada’s per capita trade, 
is 1 have said, is the highest in 
the world. Although the relative 
importance of trade to the Cana- 
dian economy has declined some- 
what in the last three decades, ex- 
ports still represent more than 
Swice as large a share of national 
income than do the exports of the 
United States. 

The nature of Canadian trade, 
in export terms, is clearly dis- 

‘rnible, in part, in what I have 
already said about investment in 


the resource industries. It must 
oe remembered, too, however, 
chat agriculture, and especialiy 


wheat, together with forest prod- 
ucts, whether fully-manufactured 
1” seMi-processed, are also impor- 
tant to our export trade and are 
likely to remain so for as far into 
the future as any olf us can fore- 
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+. we are to pay our bills abroad 


and to remain prosperous at home, 
export markets must be found not 
only for our resource products, 
but for our wheat and for pulp 
and paper products. 

It is to the markets for these 
commodities as well as for our 
manufactured products, that we 
must look if we are to remain 
Uncle Sam’s best customer and a 
great trading nation. 

Canadians, let me assure you, 
are keenly aware of the fact that 
the United States is their best 
customer. It is, however, a token 
of Canadian-American inter-de- 
pendence in trade that 26% of 
your own country’s very consid- 
erable exports look to Canada for 
their market. 

It was not always thus. 

Historically, the preponderance 
of Canada’s trade has lain with 
Britain. 

At the turn of the century 55‘; 
of our exports found a market in 
the United Kingdom. Today the 
figure is 18%. 

Canadians, therefore, have a 
vested interest in the prosperity 
both of the United States and the 
United Kingdom. For it is in 
these two markets that upwards 


of 80% of our export trade is 
concentrated. 

Little wonder, in the light of 
these facts, that we in Canada 


tend to be more than ordinarily 
sensitive to developments of any 
sort which may affect the future 
patterns of world trade. 


Questions Trade Developments 

I said at the opening of my 
paper that we of the free world 
seem to be approaching one of 
the great watersheds of economic 
history. And I said that the con- 
tours of that watershed might 
well determine the course of trade 
and investment for a considerable 
time to come. 

That watershed to which I 
fer is not the short-term swing 
of the economic pendulum we 
know as the “business cycle.” We 
Canadians, like Americans, have 
never deluded ourselves with the 
notion that our economy was 
either fully inflation-proof or 
fully recession-proof. We know 
that we are all subject to the dis- 
cipline of the market-place, and 
we are resilient enough and, I 
hope, courageous enough, to swing 
with the punches in such a way 
that confidence, and not fear, will 
dominate our long-term outlook 
at all times. 

The watershed to which I refer 
is of a different nature. 

Its contours are discernible in 
the conscious quest for new and 
different patterns of world trade 
that are manifest in such devel- 
opments as the European Common 
Market and the proposed Anglo- 
European Free Trade Plan—pat- 
terns which, were they to crystal- 
ize, would undoubtedly affect the 
pattern of international invest- 
ment. 

They are discernible, also, in the 
agricultural surplus disposal poli- 
cies pursued by the United States, 
and they may be seen in those 
attitudes of mind current in some 
circles in the United States which 
pose the threat of import restric- 
tions on copper, lead, zinc, petro- 
leum and other resource products. 

I would not wish it thought that 
I am presuming to pass judgment 
on these matters. I have enough 
confidence in the spirit of Ameri- 
can enterprise to know that, on 
balance, America will in the fu- 
ture, as in the past, pursue policies 
which will hold the promise of 
fulfillment of open international 
trade and inyestment frontiers. 

Rather, I would like to pose two 
questions. 

They are these. 

Are the developments to which 


re- 
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I have referred, taken collectively, 
likely to achieve, in the long run, 
greater freedom of trade and in- 
vestment, thus strengthening the 
economy of the Western world 
and equipping us better to meet 
the threat of Soviet imperialism? 

Or, are they, rather, likely. to 
limit and distort the pattern of 
growth which has characterized 
international trade and _ invest- 
ment over the last decade? 

It would be a bold man, indeed, 
who would venture a categorical 
answer to either of these questions 
at the moment. I suggest, though, 
that it would be imprudent and 
short-sighted not to keep looking 
for an answer. 


Industry of Discovery 


This brings me to my final point 
— the impact of technology on 
trade and investment. This is the 
last of those four great factors to 
which, it seems to me, we must 
look if the promise of the future 
is to be fulfilled. 

One of America’s great econ- 
omists has aptly called this factor 
“the industry of discovery.” 

American faith in the industry 
of discovery is manifest in the 
vast sums which private enter- 
prise in the United States is in- 
vesting in research. 

I am confident that Canadians 
are no less aware than Americans 
of the growing importance of the 
industry of discovery. I believe 
that opportunities exist which, if 
recognized, will enable Canadians 
to contribute even more to 
achievement in the industry of 
discovery in the future than in the 
past. I am confident, too, that 
Canadian participation in research 
will accelerate the pace of prog- 
ress by forcing all of us more 
promptly to discard old equip- 
ment, old methods and old ways 
of doing things. And as we do so, 
the capacity of our respective 
economies to develop new invest- 
ment opportunities will expand. 

If the resource frontiers of the 
Canadian economy constitute the 
challenge of trade and investment 
today, the frontiers of science and 
technology may fairly be said to 
constitute the challenge of trade 
and investment in Canada’s to- 
morrow. Indeed, our very survival 
may depend upon the manner -in 
which we respond to this newest 
challenge. 

Here, then is the basis of 
faith in Canada’s tomorrow. 

It is a faith that lies, first and 
foremost, on the rational be- 
havior of the Canadian people. 

It is a faith based on the solid 
knowledge that in trade and in- 
vestment Canada’s prosperity and 
the prosperity of the United States 
are singularly inter-dependent. 

And it is a faith based surely 
on the conviction that the industry 
of discovery will give us new in- 
spiration to face squarely and 
courageously the great adventures 
in trade and investment that are 
ahead of us. 


my 


If we are to prosper, if we are 
to grow, if we are to be strong 
and free, then we must take a 
long hard look at any policies ad- 
vanced in the name of expediency, 
which might turn our Atlantic 
Community into an isolated group 
of economic solitudes. For were 
that to happen, we would be set- 
ting man-made bounds to those 
golden opportunities of trade and 
investment which all of us here 
can glimpse. We would be placing 


in jeopardy the very hope of 
social and economic advance 
which is the free world’s answer 
to the false lure of communism. 


We would, in fact, be calling into 
question the very essence of eco- 
nomic freedom in which all of us 
have staked our faith. 

I am confident that neither 
Canadians nor Americans will 
stumble into such follies as these. 


Maurice H. Bent 
Maurice H. Bent passed 
Nov. 27 at the age of 66. 
associated with Merrill 
Pierce; Fenner & Beane. 
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Some Reflections About 


The President's Illnesd 


By ROGER W. BABSON 


Writing in terms of being a friend of President Eisenhower, 
Mr. Babson ventures several thoughts concerning the Presi. 
dent’s illness. He believes, one, political bitterness should be 
supplanted by bi-partisanship; two, should Vice-President 
Nixon handle himself well in the next few weeks it should 
prove helpful in advancing his candidacy; and, three, if the 
President were to resign—which Mr. Babson hopes will not be 
the case—he would announce this in his January Message 
to Congress. 


The sad news about President 
Eisenhower cast a gloom over 
general business and the _ stock 


market. It has also made us: all 
wonder, and 
realize that 
things like 
this may. hap- 
pen at.any 
time. Believ- 
ing that read- 
ers would ap- 
preciate some 
remarks. from 
a friend of the 
President, ] 
venture the 
following: 
Those who 
have followed 
the stock mar- 
ket the past 
few days know how jittery it has 
been. It will go up ten points and 
down ten points in a given day. 
Therefore, it would be meaning- 
less for me to discuss it in detail. 


However, I will record that the 
Dow-Jones Industrial Average on 
the morning of Tuesday, Nov. 26, 
was 442.97, and closed that night 
at 435.34. As I am writing this, 
the Industrial Average is 446.03. 
Readers can look up the latest fig- 
ures in their daily papers. As to 
the future, we fear no crisis or. 
panic in business or the market, 
but there will be a gradual sag- 
ging off. People will wait until 
they see what develops. 


Roger W. Babson 


Political Outlook 

I feel certain that President 
Eisenhower's illness will tend to 
make the opposing parties unite 
on his foreign policy and on de- 
fense. The President never pre- 
tended to know much about 
money affairs or agricultural. or 
many other domestic problems. 
The President, however, probably 
knows Europe better than anyone 
in Washington, and it is too bad 
that he has had such a struggle 
to put through his recommenda- 
tions. With his Army record, the 
President should have his feet on 
the ground when making recom- 
mendations as to defense prob- 
lems. Of course the situation 
has been changing so fast, from 
bombers to short-distance missiles 
to long-range ballistic missiles 
and now to satellites, that no one 
knows what the future will bring 
forth. Nevertheless, I repeat that 
any political bitterness which has 
existed during the past few 
months should now be buried and 
we should approach a_ coalition 
government. This could be a silver 
lining to the dark cloud. 


What May Happen to Khrushchev 

We must not forget that the 
Russians have their troubles as 
well as we. Khrushchev is not 
only vulnerable to similar mis- 
fortunes at any time but also 
liable to be shot, a_ possibility 
which our political leaders need 
not fear today. These are not 
pleasant thoughts for any nation, 
but it is well to remember them 
and not think that all the misfor- 
tunes will befall America. 


IS 


I personally have great confi- 
dence in Vice-President Nixon. If 
he handles himself well during 
the next few weeks, as I believe 
he will, this should be of some 
advantage to the Republicans in 
1959 and 1960. It should give 
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Nixon an advantage over possi 
candidates of both of the lar 
parties. As to whether the prese 
misfortune will help either part 
in the Congressional  electic 
next year, no one would da 
forecast at the moment. 


Await Opening of Congress 

There has been some talk abo 
Mr. Eisenhower's resigning, 
to his physical situation, I hg 
no right to judge or forecast. 
cannot, however, imagine h 
quitting now. He himself y 
want to wait through the Chri 
mas season and until Congr 
opens the first week in Janua 
If he decides to resign, he yw 
probably include such a stateme 
in his message to Congress at t 
time. Personally, I sincerely ho 
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redit 
onsur 
his it 
rally 
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. : Ihe ect 
he will not resign. owev 

In closing, let me say that Preg@ution: 
dent Eisenhower was trained @paper 















West Point to give his life f 
his. country. He was always pr 
pared to die on the battlefie 
I know that when his time com¢ 
he will be proud to die at 
work or “with his boots on.” Ti 
fact that he went over to the ai 
port to meet his foreign visit 
on a stormy day is true testimo 
to his courage, patriotism, a 
fundamental beliefs. 
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J. A. Roosevelt Joins 
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Bache Inst. Dept. fo": 
John A. Roosevelt, youngest sqmoui 
of the late President Franklin Jfome; 
Roosevelt, has joined the Institgjs 11°‘ 
tional Department of the invegjncom 
ment firm of 3% 
Bache & Co., itize! 


east 


Harold L. 


Bache, senior s de 
partner, an- e brese 
nounced over ontr: 
the weekend. broac 

Mr. Roose- ome 


ence 
OWE! 


velt brings to 
his new posi- 








tion, a wealth Abr 
of experience proba 
in both the ng ti 
business and able 
financial é ome 
fields. Among be in 
the post he John A. Roosevelfion 
holds are oods 
those of President and director @baid 
Regency Fund, a_ diversifi@@re r 
open-end investment compallasis. 
President of Universal Food Pro@loans 
ucts, Inc.; and others. neor 
He is also a member of Preggervi 
dent Eisenhower’s Committee ‘ ind 
Government Contracts, headed 4 lot 1 
Vice-President Nixon and whit In 
is comprised of representatives Bpeista 
labor, government and the publi *y i 
e 
n th 
Three With Scranton i «| 
(Special to THE FINANCIAL CHRONICLE! ‘elat 
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NEW HAVEN, Conn. — Geo te 
C. Bryant II, John H. Griffin, : ops 
and Philip L. Phillips are as, 
Chas. W. Scranton & Co., <j ** 
Church Street, members oO! we 
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Quality of Consumer Lending 


By C. CANBY BALDERSTON* 
Vice Chairman, Board of Governors, Federal Reserve System 


ess 


Mr. Balderston outlines the development and extent of con- 


sumer lending; looks askance at some instances of improper 


lowering of quality of credit; 
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— tion during peacetime. 
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the When debt is large, the quality 

t b { lending calls especially for 
a andid examination. This is true 

sage f credit in general, and of bank 


credit in par- 
ticular. Bank 
credit is one 
of the most 
vital elements 
in our eco- 
nomic system. 
In managing 
this credit, 
bankers direct 
a tlow of pur- 


possi 
he lar 
2 prese 
ler pari 
electio 
ild da 


1gress 


lk abe chasing power 
ling. into the areas 
> hi of greatest 
recast, need and de- 
ine h , mand. For in- 
self ygmp- Canby Balderston <4, nce , the 
2 Chri consumer 
Congr@#redit influences the demand for 
Januaffonsumer goods. By and _ large 
he wahis influence is salutary; gen- 
tatem@™rally speaking, what is good for 
ss at th@onsumer banking is also good for 
‘ely hofffhe economic system. This is true, 
owever, only if financial insti- 

at Pre@futions acquire their consumer 
‘ained @aper from those dealers who 
life f@emember their proper function 
rays prs to sell real goods that satisfy 
ittlefie™eople’s wants, rather than to seil 
1e com@gredit terms. Also the general 
ie at elfare is enhanced only if direct 
on.” Tigonsumer loans are to those con- 
» the aiffumers who provide assurance of 
n visit@Jepayment. Before discussing the 
estimogjuality of consumer instalment 
ism, amredit, I shall review briefly its 


bast growth and its prospects. 


Developments Affecting Quantity 


. ‘ - 
Joins of Credit 

In recent decades the role of 
2 t onsumer instalment credit has 
pi. increased markedly. In 1929, it 
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mounted to 4% of disposable in- 
ome; in 1940, 7%; and today it 
s 11%. Repayments took 6% of 
neome in 1929, 10% in 1939, and 
3% now. For the halt of our 
itizens who have such debt, at 
east one-fifth of their incomes 
Ss devoted to repayments. The 
bresent level of outstandings and 
ontractual payments may be ap- 
roaching a limit relative to in- 

















rey ome that is dictated by the pru- 
: ence both of lenders and bor- 
& OWers. 

notes 


About 9% of our income is 
Probably being devoted to servic- 
ng the debt incurred to buy du- 
able goods. The proportion of in- 
ome used to service this debt can 
be increased only if the propor- 
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Roosev’Hion used to buy nondurable 

oods is cut. If purchases now 
irector Maid for out of current income 
iversifiGre made on a revolving account 








compal™@asis, or with the proceeds of cash 
90d Pro@oans, an increasing portion of 
ncome would be devoted to the 
of Preg®ervicing of debt. However, the 
mittee @ind of purchases made would 
1eaded Pot necessarily be disturbed. 
nd whi@ In the 1920’s when consumer 
tatives Hustalment credit was experienc- 


he publilZng its first great growth, it was 
Hn exceptionally expansive force 


n the economy. Also during most 


I 

nton £ the 1930's, its role increased 
RONICLE) elatively. During World War II, 
— Georg o\wever, it fell to very low leveis 
riffin, #th the suspension of production 
are wit consumer durables and the in- 
Co.. 4 Casing liquidity of the consum- 
rs ol i Ng public. Its great growth since 
nge 


he war was in part a reaction to 
sts wartime atrophy, and in part 
Adds - continuation of its secular 
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‘Chat | aa address by Mr. Balderston at the 
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: Annual Convention of the Con- 
> Bankers Association, Atlantic City, 





and cites Federal Reserve’s 


recent declaration against consumer instalment credit regula- 
Ponders effect of a downturn on 
consumer credit outstanding and reminds consumer financiers 
of their responsibility in keeping such credit on a sound basis. 


growth. Is this rapid postwar 
growth nearing an end? If con- 
sumers have now built up their 
stock of durable goods to a de- 
sired relation to income, and if 
the liberalizing of terms is. ap- 
proaching a practical limit, the 
consumer debt may grow little 
faster than income. 


Revolving Credit Development 


One of the most interesting 
credit developments in recent 
years has been the revolving 


credit account, used primarily by 
the department stores. While re- 
volving credit has made a rapid 
growth in the past few years it is 
not yet a large percentage of total 
consumer credit. It is estimated 
that the receivables on revolving 
credit plans at department stores 
and mail order companies cur- 
rently amount to between $300 
and $400 million. This is about 
20% of all outstanding depart- 
ment store credit but less than 
1% of total consumer credit. 
These estimates do not include 
revolving credit plans at other 
types of retail stores. No sepa- 
rate information is available for 
them. 


Revolving credit is statistically 
and conceptually included with 
“other consumer goods paper” 
though some of it might errone- 
ously be reported as charge ac- 


counts. In either case neither of 
these categories has been very 
dynamic in the past few years. 
Charge account credit has in- 


creased 6% during the past year 


compared with 5% increase in 
national income. Instalment 
credit for the purchase of con- 


sumer goods other than autos, in- 
creased 5%. The development of 
revolving credit has apparently 
not been a major factor in the ex- 
pansion of total instalment credit 
during the last three or four 
years. 


Closely related are the instal- 


ment cash loans that have been 
growing, during the past two 


years, at an annual rate of about 
14%. Their growth has been 
more rapid than that of other 
types of instalment credit and 
now equals 2.6% of disposable 
income. The rapidity of this rate 
of growth raises interesting ques- 
tions as to the cause and probable 
duration. Personal cash loans, as 
well as revolving credit, may be 
used to postpone the payment tor 
purchases that have usually been 
paid for in the past out of cur- 
rent income. To the extent that 
they are used for such postpone- 
ment of payment rather than for 
emergencies or purchases of ex- 
ceptional size they merit a critical 


review. Financing of the pur- 
chase of items to be consumed 
shortly after acquisition cannot 


be supported by the same reasons 
used to explain the use of credit 


for buying expensive durable 
goods. 


Another factor is the changing 
age distribution of the population. 
Consumer credit seems to be used 
especially by young families 
when they are getting established 
and building up their stock of 
durable goods. Just as rapid fam- 
ily formation during the postwar 
period has helped expand con- 
sumer credit, its expansion dur- 
ing the next few vears may be 
dampened by the low birth rate 
of the 1930’s. But when the higher 
birth rates of the war and post- 
war years are reflected in higher 
family tormation the rapid ex- 
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pansion of instalment credit may 
we resumed. 


Commercial Banking’s Progress 


Some rather striking changes 
have occurred since 1939 in the 
distribution of consumer credit 
among various classes of holders. 
Most marked has been the decline 
in the portion of credit held by 
retailers from nearly a third at 
the end of 1939 to about 12% at 
the present time. As a reciprocal, 
of course, the financial institu- 
tions have increased their hold- 
ings from 68% to 88%. Sales 
finance companies and small loan 
companies are holding 29 and 
10% respectively much the same 
as in 1939. Credit Unions have 
increased their share from 3 to 

%. Commercial banks have in- 
creased their holdings most strik- 
ingly from 24 to 38%. The per- 
centage held by commercial banks 
has been rather stable for about 
10 years and there is no apparent 
reason why it should change sub- 
stantially in the near future. 


Another way of looking at con- 
sumer debt is as an investment 
outlet for saving. Although most 
saving finds outlets as business 
capital or as government debt, 
some is invested in consumer debt 
and in consumer durable goods. 
This last outlet for saving has 
been quite important for the past 
12 years. After the war, stocks of 
goods needed to be replenished; 
then people wished to improve 
their physical well-being. Now 
that stocks of goods in the hands 
otf consumers have reached their 
present high level, whether meas- 
ured in relation to income or to 
total wealth, it may be that this 
type of investment and debt will 
cease to rise at a rate greater 
than that of other investment and 
other debt. 


Maturities and Delinquencies 


The expansion of instalment 
credit has been aided by progres- 
sively longer maturities and 
lower down payments. Over a 
period of 50 years standard ma- 
turities on new auto paper have 
grown from 12 to 24, then to 30, 
and now to perhaps 36 months. 
In 1955 when the use of the 36- 
month maturity first became fre- 
quent, it was not clear just when 
and how the progressive liberal- 
ization of maturities might end. 
But the good judgment of lenders 
did stabilize maximum maturities 
at 36 months; for two years now 
little inclination to exceed this 
limit has been evident. Despite 
the increasing proportion of busi- 
ness done at the maximum terms, 
no evidence has appeared as yet 
that delinquencies, repossessions 
and losses have been greater on 
this long-maturity paper than on 
shert when careful quality stand- 
ards are used and adequate down- 
payments are obtained. 

While average maturities on 
new car paper appear to have 
continued to increase, the amount 
of credit granted in relation to 
car values seems to have stabil- 
ized. In 1955 a sizable proportion 
of loans were large relative to the 
value of their security. After the 
great splurge of 1955, the pro- 
portion of these very liberal loans 
was reduced somewhat, and has 
since remained stabie. Time may 
disclose that too many loans are 
still being made in excess of auto- 
mobile wholesale value, but the 
business judgment of lenders will 
doubtless inhibit any considerable 
volume of such liberal loans from 
being made again. Mr. Homer 
Jones of the Board’s staff holds 
the view that loans which are ex- 
tremely large in relation to value 
of the security have proved more 
risky than have those with ex- 
tended maturities, provided the 
borrower has a reasonable equity. 
This experience since the summer 
of 1955 may explain why loans 
that are large relative to value 
have declined in volume, whereas 
the proportion of 36-month ma- 
turity auto loans has steadily in- 
creased. 

Liberalization seems 


of 


terms 


to have been associated in recent 
times with the increase in amount 
of credit granted and outstanding. 
When terms were lengthened 
markedly in 1952, credit out- 
standing rose rapidly. When ma- 
turities lengthened and _ loan 
ratios were liberalized in 1954-55, 
outstandings mounted again. Tne 
rate of increase in 1956-57, though 
more gradual, has still been 
about 8% a year, and consider- 
ably greater than that of income. 
This gain of the past two years 
has been made possible by the in- 
creased proportion of paper writ- 
ten on a 36-month basis. With 
stabilization of average maturities 
and with reasonable business and 
price stability, the rate of growth 
in credit outstanding may decline. 


The Quality of Credit 


Experience with these more 
lenient terms appears to have 
proven reasonably good. The 


American Bankers Association 
series on delinquencies has 
remained at a low level; reposses- 
sions and losses have not pre- 
sented a problem so far. How- 
ever, some lenders may have 
been suffering repossessions that, 
in view of the strength of the 
used car markets, have not re- 
sulted in substantial losses. But if 
incomes should decline, or if 
prices of used cars should fall, 
the repossession rate would be 
likely to increase and the loss per 
car to rise, : 

How the present volume of 
consumer credit might fare in a 
downward movement of business 
activity or of prices might well be 
pondered. Consumer credit has 
had a favorable experience in 
past recession, notably in 1929-33. 
In fact the experience with it has 
been better than with most other 
kinds of credit. However, in 1929 
instalment credit outstanding 
amounted to only 4% of dispos- 
able incomes; today it is 11%. At 
that time, maturities on durable 
goods paper seldom exceeded 12 
months; now 36 months is not un- 
common. Down payments then 
were doubtless more substantial; 
the buyer’s equity in the goods 
purchased, larger. The propor- 
tion of their incomes that con- 
sumers devoted to the servicing 
of instalment debt was much 
smaller then than now. In no field 
of finance have the volume and 
terms so altered since 1929. But 
it is possible that the good ex- 
perience of the past may have led 
to volume and terms that are im- 
prudent. 


Setting A Prudent Limit 


It would indeed be unfortunate 
if this type of credit, which is 
such an integral part of the econ- 
omy, should now prove less safe. 
These are not conclusions but 
questions. There must be some 
prudent limit to the maturities of 
loans made to buy rapidly depre- 
ciating goods, and to the amount 
of loans in relation to the value 
of security. It may be relevant to 
ask whether the limits of pru- 
dence have been exceeded and 
whether the long run interests of 
the consumer lending business 
and of the economy call for anal- 
ysis of the trends. 

The soundness of the practice 
of lending more than the new car 
cost the dealer may be open to 
question. Not only are lenders 
likely to experience losses larger 
than they care for, but if their 
experience should turn unfavor- 
able they may then become un- 
duly restrictive in their lending 
policies and thus injure the sale 
of durable goods unnecessarily. 
The practice of making loans in 
excess of the dealer cost of the 
collateral might be eliminated in 
the long run interest of both 
lenders and of the economy. 

Some probably have seen or 
heard about the study of con- 
sumer credit completed by the 
Board’s staff earlier this year. 
As a result of this study, the 
Board concluded that “special 
peacetime authority to regulate 
consumer instalment credit is not 
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now advisable. The Board feels 
that the broad public interest is 
better served if potentially un- 
stabilizing credit developments 
are restrained by the use of gen- 
eral monetary measures and the 
application of sound public and 
private fiscal policies.” This con- 
clusion was reached because the 
Board believed that, with ade- 
quate control of total bank credit, 
and with the following of reason- 
ably prudent policies by lenders, 
the terms and volume of con- 
sumer credit would be kept on a 
sound basis. Consumer bankers 
being directly concerned with 
consumer credit, have a special 
obligation in this regard. 


Elmer Myers Joins 
John R. Boland Co. 


Effective Dec. 1, 1957, Elmer E. 
Myers will join John R. Boland 
& Co., Inc., 30 Broad Street, New 
York City, as Vice-President in 
charge of 
Dealer Rela- 
tions and 
Wholesale ac- 
tivities. 

Mr. Myers 
experience in 
the securities 
field extends 
over a period 
of 40 years, 
covering all 
types of secu- 
rities. He first 
entered the 
‘““Street’’ in 
1915 with 
Hodenpyl 
Hardy & Co. Inc. and later man- 
aged their trading department for 
many years. Following the dis- 
solution of Hodenpyl, Hardy Se- 
curities Corporation, he devoted 
several years in travel, both in 
Europe and this country conduct- 
ing personal surveys. 


In 1934 he joined Sutro Bros, 
& Co. as manager of their trading 
department where he remained 
until entering the Armed Serv- 
ices in 1942. Mr. Myers saw active 
service in France in 1918 with 
the Tank Corps and in Africa in 
1942-43. Following his discharge 
from the Army he prepared a 
“top secret” report for a govern- 
mental agency before re-entering 
the securities business. 


From 1944 to 1947 he was a 
member of the B. W. Pizzini or- 
ganization and after an interlude 
rejoined them to be Vice-Presi- 
dent in charge of sales. 





Elmer E. Myers 


Mr. Myers is one of the organ~ 
izers and a former Vice-President 
of the Security Traders Associa- 
tion of New York. He is a Past 
Commander of the Veterans of 
Foreign Wars, presently Senior 
Vice-Commander of the Tank 
Corps Post of the American 
Legion, member of the Vorid 
War Tank Corps Association and 
of the B. P. O. E. For imany years 
he took an active part and is still 
interested in assisting paraplegic 
veterans in V. A. Hospitals in the 
Metropolitan vicinity. 


Answers to Investor’s 
Yr.-End Tax Questions 


Sheldon V. Eckman, tax expert, 
at New School session today. 


Sheldon V. Eckman, tax expert 
of S. D. Leidesdorf & Co., and 
lecturer at N.Y. U. and the Tax 
Institute, will head a question- 
and-answer session on The In- 
vestor’s Year-End Tax Problems 
at the New School for Social Re- 
search, 66 West 12th Street, Nev 
York City, this afternoon (Thurs- 
day) at 5:30 p.m. Individual tick- 
ets are available for this session 
one of a series given by A. Wii- 
fred May and Dr. Leo Barnes. 
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Reconciling Our Economic Goals 


And the Problems of Inflation 


By EZRA SOLOMON* 


Professor Finance 
School of Business, University of Chicago 


Chicago finance expert decries present debate between those 


pitting price 


stability and maximum employment goals against 


each other. Singles out a bill recently introduced in U. S. 
Senate which would legislate one of these two goals as more 
important than the other, in asserting that it would only do 
harm to place one goal ahead of the equally important other 
one. Professor Solomon advises we not emasculate flexible 
monetary policy’s freedom to act as an instrument of economic 
stability—as would be the case with the passage of such a bill. 
Believes. cost-push explanation of inflation is misleading as is 
the implication that monetary policy is the wrong medicine. 


The Causes of Creeping Inflation 


The standard explanation for 
inflation emphasizes the demand 
side of the economic equation. In 
this view, a general rise in prices 
is caused by 
too much de- 
mand chasing 
too few goods 
and services, 
In technical 
terms, it is an 
excess of ag- 
gregate de- 
mand for 
goods and. 
services, relae 
tive to aggre- 
gate supply, at 
current prices. 
The standard 
prescription 
for the malady 
is to stem the forces of demand 
either by restricting money and 
credit or through restrictive fiscal 
policy — a reduction of Federal 
expenditures or an increase in 
Federal tax rates or both. 

According to a lot of people, the 
recent inflation we have been 
having is a new and different 
phenomenon. It is supposed to 
start on the supply side of the eco- 
nomic equation. Rising costs, es- 
pecially rising wages are supposed 
to push prices up. Most recent 
discussions of inflation in the press 
and by business leaders have been 
stated almost entirely in terms of 
this cost-push explanation. The 
role of demand has been almost 
completely mnegiected. Instead, 
modern inflation is supposed to 
originate in cost pressures which 
arise out of institutional practices 
current in the modern economy. 
Industry-wide wage bargaining, 
wage demands im excess of pro- 
ductivity, cost-of-living and other 
escalator clauses, cost-plus pric- 
ing practices—all of these are 
supposed to keep costs and hence 
prices moving upward. This is 
more than a simple change in 
theory. It has an important im- 
plication. 

The basic implication of the 
cost-push explanation is that tra- 
ditional restrictive monetary 
measures are worse than useless 
against modern inflation. They 
are useless because they affect 
demand and demand is not the 
culprit. They are worse than use- 
less because an important conse- 
quence of restrictive monetary 
policy is a rise in interest rates. 
Since interest is an element of 
cost, this rise simply aggravates 
the rise in prices, If this impli- 
cation is accepted, two others 
follow: (1) Inflation cannot be 
prevented without restraint on 
the part of unions and big busi- 
ness. If exhortation does not do 
the job, some kind of direct con- 
trol over wage-negotiations is the 
only answer. (2) If there is rea- 
sonable restraint on the part of 
unions and business, inflation will 
be kept in harness—and so long 
as it creeps rather than gallops, 
we should learn to live with it. 

My own view is that the cost- 


*An address by Dr. Solomon before 
the Annual Convention of the American 
8 Association, St. Louis, Mo. 








Prof. Ezra Solomon 


push explanation is misleading 
and that its implications are un- 
justified and dangerous. The ar- 
gument about the relative role 
played by cost and demand in 
determining price was settled 80 
years ago. The correct answer— 
both for the price of a particular 
commodity and for the general 
price level of all commodities, is 
that price is determined by the 
interaction of cost and demand. 
The text-book analogy is that 
both blades of the scissors do the 
cutting. 

In the short-run, demand is the 
dynamic force which starts the 
price level moving. An excess of 
aggregate demand relative to ag- 
gregate supply will cause prices 
in general to move upward. This 
applies to the price of labor as 
well as to commodity prices. 
Without the pull of monetary de- 
mand, prices in general cannot 
rise and sporadic rises that do 
take place cannot be sustained. 


Rising costs are obviously an 
important factor because they 
hasten the rise in prices. But even 
more important is the indirect 
effect of rising costs. One party’s 
costs are another party’s income 
receipts. When costs rise, receipts 
rise and this in turn generates 
more demand and expenditures. 
I am not denying that costs play 
a part in the inflationary process. 
The important point is that de- 
mand—demand backed by money 
—must be there at all times in 
order to keep goods and services 
moving at successfully higher 
price levels. The cost-push ex- 
planation ignores this vital point. 


Let me cite three items which 
indicate fairly clearly that the 
cost-push explanation is mislead- 
ing and that the demand factor is 
essential for any true understand- 
ing of the inflationary process. 

(1) In 20 peace-time years from 
1897 to 1917 before institutional 
cost-push factors existed—whole- 
sale prices rose at about 415% 
per annum. Since 1947 with all 
the so-called cost-push factors in 
full swing, wholesale prices have 
risen less than 2% per annum. 

(2) During the past 12 or 18 
months, the price level of durable 
producer goods—for which there 
has been a very heavy demand— 
has risen a lot more than the 
price level of consumer durable 
goods for which demand has been 
relatively slack. Although wages 
and costs have gone up as much 
in each industry, construction 
machinery and equipment prices 
have risen about 8% per annum 
whereas household durable goods 
have risen only about 3%. 

(3) My third item is really a 
question. If all that is needed to 
produce an inflationary rise, is 
a rise in costs, I wonder why we 
didn’t try this simple remedy dur- 
ing the Great Depression of the 
1930's when deflation was our 
chief enemy? 

Let me turn from the cost-push 
theory to the implication it seems 
to have suggested. 

This implication is that tight 
monetary policy and rising inter- 
est rates is the wrong medicine 
for inflation because interest is a 
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cost and higher costs lead to 


_ higher prices. This analysis con- 


fuses cause and effect. The pur- 
pose of tight monetary policy is 
to stem demand by cutting down 
on the supply of credit. Since a 
lot of the demand in our economy 
is financed by credit, tight money 
and tight credit is anti-infla- 
tionary. The cost effect is a 
negligible by-product of this 
process. Even in the case of publie 
utilities where interest costs May 
have some importance, interest 
charges probably come to less 
than 5% of total costs. The restric- 
tive effect of tight money and 
higher interest rates on demand, 
and hence on inflation, far over- 
whelms any cost-push effect it 
may have in the opposite direc- 
tion, 


Can Inflation Be Controlled? 


I turn now to the second ques- 
tion. Can modern inflation be 
prevented by traditional credit 
and fiscal policy? The answer Is a 
clear-cut yes. 

Since an excess of aggregate 
demand is a necessary factor 1 
the inflationary process, it follows 
that inflation can be prevented by 
restraining demand. Since the 
monetary and fiscal authorities 
have almost unlimited power to 
reduce demand if follows that 
they can bring inflation to a quick 
halt. They can do so with or with- 
out the cooperation of unions and 
business and they can do so in 
spite of all the so-called cost-push 
factors which have been built into 
our economic system. 


Why have they not done so 
these past two years? The answer 
lies in three factors. (1) The prob- 
lem of human judgment, (2) the 
nature of monetary control and 
(3) a potential conflict of goals 
between price stability on the onc 
hand and growth on the other. 


Price stability is only ONE of 
the goals of overall economic 
policy. Another important gval is 
the promotion of maximum em- 
ployment and growth. Inflation is 
only one hazard. Unemployment 
is also a hazard. There probably 
exists some aegree of mouccary 
and fiscal ease or stringency 
which will keep us exactly be- 
tween these two hazards and ex- 
actly on the path of non-infla- 
tionary full employment. Ideally 
we would like to have the econ- 
omy poised forever on this mid- 
way path—on the brink of infla- 
tion, so to speak, but without an 
actual rise in prices. 

Now this ideal position can 
be aimed at but it cannot be 
perfectly and continuously main- 
tained because the steering 
mechanism of economic policy is 
not a simple’ or an exact device. 
A free economy the size of ours 
generates many forces that swing 
it off the ideal path in one direc- 
tion or the other — sometimes 
toward inflation — sometimes 
toward unemployment. The cost- 
push factors complicate this prob- 
Jem enormously. Policy must at- 
tempt to correct for these forces 
—but it must not over-correct, or 
it will push the economy toward 
the opposite hazard. 

The recent inflation is a good 
example of how difficult it is to 
achieve perfect corrective action. 
In the first place there is the 
difficulty to forecasting the future 
accurately in order to know which 
kind of correction is necessary and 
how much of it.should be applied. 
Almost everybody is against in- 
flation — but how many people 
were sure in 1954 and 1955 that 
our problem in 1956 and 1957 
would be inflation and not un- 
employment? 

In late 1954 and early 1955 the 
recovery from the recession was 
sparked by a tremendous upsurge 
in consumer spending on durable 
goods and houses. A lot of people 
expected the recovery to be short- 
lived because they did not believe 
that this source of demand would 
last, and they saw nothing that 
would take its place. They were 
right on the first count—consumer 
expenditures on durable goods 
and houses declined fairly rapidly 


after mid-1955. However, a tre- 
mendous upsurge in business capi- 
tal goods spending took its place 
and the boom continued. Again, 
few .expected this sector of de- 
mand to be as strong and con- 


tinuous as it turned out to be.’ 


When the Federal Reserve kept on 
tightening credit in early 1956 in 
response to price-pressures gen- 
erated by the capital goods boom, 
they did so in the face of con- 
siderable opinion and _ pressure 
from almost everybody else — in 
and ‘out of the administration. 
Nobody can doubt Mr. Humphrey’s 
stand with regard to inflation. 
Even he was convinced that the 
Federal Reserve were wrong In 
their diagnosis that inflation and 
not recession was the prime 
enemy in April, 1956. 


This is one reason monetary 
policy did not stop the inflation— 
it was not applied hard enough. 
And it was not applied hard 
enough. And it was not applied 
hard enough because almost 
everybody underestimated the 
strength of the boom. 


A second reason is that there 
are time-lags and other loose links 
between policy action and its im- 
pact on the economy. The effect 
of monetary stringency can be 
partially offset by a rise in mone- 
tary velocity. This rise is due 
to better management and more 
efficient utilization of the avail- 
able volume of money and credit. 


The third reason is that price 
stability is not the only goal of 
policy. Maximum employment and 
growth is also a goal of policy. 
Under the sort of conditions we 
have had since 1954 these objec- 
tives conflict. If the credit 
authorities had been told that 
their only responsibility is to 
prevent a general rise in prices 
they could have done so by taking 
drastic restrictive action in early 
1955. But action drastic enough to 
make quite sure that prices did 
not rise would have prevented the 
rise in output and employment 
the economy has enjoyed since 
1955. This brings us to our third 
and most controversial issuc. 
Should we stabilize prices if the 
restraint required to do so re- 
strains the growth of employment 
and output? 


Maximum Growth vs. Price 
Stability 

The issue of _ price-stability 
versus maximum growth is by no 
means a new one in this country. 
In fact much of the economic his- 
tory of the United States could 
plausibly be written in terms of a 
basic conflict between the pro- 
ponents of expansion, even at the 
cost of some inflation, and the 
proponents of the sound dollar, 
even at the cost of some expansion. 

In recent months the issue has 
flared up again in connection with 
current monetary policies. There 
are many shades of opinion on 
how we should solve the problem 
of reconciling the goal of maxi- 
mizing production and growth 
with the goal of stabilizing prices. 
To simplify matters, we will dis- 
cuss the two extreme positions in 
this debate. 

One position is that maximum 
growth in employment and output 
should be the primary goal of 
economic policy. Price stability 
should be a secondary goal. We 
should be prepared to accept a 
creeping inflation that may result 
from the pursuit of maximum 
growth. 

The second and opposite posi- 
tion is that price stability should 
be the primary goal of economic 
policy. Monetary policy should 
permit the maximum rate of 
growth compatible with an abso- 
lutely stable price level. 

Each position emphasizes the 
vital importance of ‘its chosen 
goal and is willing if necessary to 
sacrifice the alternative goal. 
Both positions involve’ value 
judgments, an element of cru- 
sading and a tendency to exag- 
gerate the tragic consequence of 
departing from its own particular 
ideal. 

In 


order to evaluate the two 


positions and their respective 
guments, it is necesary to reme) 
ber that the problem at issuc. 
the problem of reconciling 1), 
need for stability and the neq. 
for growth when these two £oah 
are in conflict. It is not a del, 
about whether serious inflatj, 
or serious unemployment is {j, 
greater evil. A good part of tj, 
current confusion arises becais 
the debaters forget this fact. 


A serious inflation occurs whe, 
output is operating at full ¢, 
pacity and continued credit cre 
ation results in a spiralling pried 
level. Under these circumstances 
we have speculative excesses. . 
disappearance of saving and 
diversion of investment from pro 
ductive capital formation. A] «5 
this ieads to pure inflation x), 
eventual collapse. Nobody denice. 
the evil of pure credit-fed inti, 
tion. But this is not relevant ty 
the issue at stake. In such a con 
dition there is no conflict of po! 
icy involves. It is clear that th 
stabilization of prices should } 
the paramount goal of policy. 

A condition of serious unem 
ployment exists when gross oiit 
put is falling. This is also a greg 
evil. But again it is not relevay 
in the present argument, becaus| 
there is no conflict of policy in 
volved. When serious unemploy 
ment exists, it is clear that th 
re-establishment of full employ 
ment is the paramount goal 0 
policy. 

The problem of reconciling 
possible conflict of policy exist 
only when neither unemployment 
nor inflation is serious. The pe 
riod since 1955 is a good example 
of the kind of situation in whic 
a potential conflict of goods ex 
ists and policy must choose ol 
compromise between the needs 0 
growth and the needs of pric 
stability. It is within this contex 
that we must evaluate the alter] 
native suggestions that have kec 
put forward. The injection of ar 
guments which apply in alto 
gether different situations, suc! 
as pure credit-fed inflation o 
serious unemployment, simp!) 
confuses the issue. 

The present Congressional ma! 
date under which policy is exc! 
cised is reasonably vague on whi 
weight should be given to each 0 
the desirable but  conflictin 
goals of maximum employme! 
and price stability. The goal out 
lined by the Employment Act | 
“maximum employment and pr¢ 
duction—consistent with the othe 
goals of national policy.” Pric 
stability as such is not mentione 
as a goal but is obviously implic’ 
in the act. Neither does the A¢ 
define what it means by max! 
mum employment. Since 1951 tht 
Federal Reserve System to thi 
best of its ability has been free t' 
pursue both the goal of stab 
prices and goal of maximu 
growth. By and large, both gous 
have been pursued and, with col! 
siderable success, The preset 
debate arises because some woul 
have preferred a somewha 
greater emphasis on price stabil: 
ity and less on growth and som 
would prefer a greater emphas! 
on growth and less on stability. | 

The important question now « 
issue is whether any useful pu! 
pose is served by explicitly les's 
lating one of these two goals é 
primary and the other as second 
ary. My own opinion is that th 
explicit recognition of one goal @ 
primary and the other as secon’ 
ary would do only harm. Boll 
goals are important. i al 

A bill has been submitted int 
U. S. Senate which would recvs 
nize price stability as one goal * 
economic policy. Such a M0 
would simply make explic! 
something which has long bec} 
an implicit tradition. As such a 
would do not harm and st 
possibly do some good. Howev' 
any move to set absolute ))!'' 
stability as the primary goal 
policy is an altogether differe! 
matter. It represents one 0! | 


ar 


} 


two extreme positions in the ©" 











The other extre! 


rent debate. 
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position would set maximization 
of output. and growth as the pri- 
mary goal and explicitly remove 
price stability as an objective in- 
sofar as it conflicts with growth. 

The arguments which have 
been made for a policy of abso- 
lute price stability as the pri- 
mary objective of monetary pol- 
icy are drawn almost entirely 
from the annals of pure credit- 
fed inflation. They are tenuously 
connected to the altogether dif- 
ferent situation under considera- 
tion by the assumption that 
creeping inflation always becomes 
galloping inflation. Nothing in 
the history of the United States 
justifies this assumption. This 
approach does nothing to recon- 
cile the twin needs of growth and 
stability—it simply makes an out- 
right choice cf one as against the 
other. A goal of absolute price 
stability regardless of its effect 
on growth would represent gy 
basic change in United States pol- 


icy. A literal interpretation of 
such a policy at the operating 
level could be very costly in 


terms of output and growth. Had 
such a policy been in force since 
1946 the economic history of the 
past decade might have been 
vastly different. 


The other extreme position ig 
equally unsound. The concept of 
dedicating monetary policy to the 
continuous maintenance of 
growth even at the expense of 
moderate inflation must end up 
by defining maximum growth and 
moderate inflation, This is where 
the trouble is likely to begin. Let 
us assume that moderate or ac- 
ceptable inflation is defined as a 
general rise in prices no greater 
than 2% per annum. In practice 
this means that the monetary au- 
thorities could be pressured into 
easing credit conditions whecn- 
ever prices were rising less than 
2% per annum. In an economy as 
diverse as ours, some industry or 
region is always less prosperous 
than others so that there would 
always tend to be pressures for 
credit relaxation from some 
source in the economy. The ac- 
ceptable rise of 2% per annum 
would soon pecome a minimum 
rise of 2% per annum. Under 
this kind of more or less guaran- 
teed inflation, many of the ill- 
effects of pure inflation would 
become a reality. In other words, 
there is a big difference between 
an economic policy that is aimed 
at price stability but in which 
prices may rise 2% and an eco- 
nomic policy which is virtually 
aimed at a continuous rise of 2%) 
In the first case, which is the cur- 
rent siutation, there is enough un- 
certainty to prevent widespread 
inflation psychology. The _ be- 
havior of consumers, savers and 
businesses since 1939 is convinc- 
ing testimony of this important 
fact. The dedication of monetary 
policy to growth an dthe accept- 
ance by the government of a 2‘; 
rise as normal, could change this 
very important safeguard which 
now exists against inflation psy- 
chology. 

All things considered the pres- 
ent framework within which pol- 
icy operates is superior to either 
of the extreme positions which 
have been advocated. At the op- 
erating level, monetary policy 
should be left relatively flexible 
and free to act as a balance wheel 
in the economy. The dedication 
of policy to a specific, pre-defined 
and variant goal will deprive the 
economy of one of its important 
Stabilizing influences. 

The proper function of mone- 
tary restraint is to withhold funds 
from potential demanders during 
a period of full employment and 
rising prices. When demand de- 
clines and employment falls these 
potential demanders can then be 
induced to borrow by a deliberate 
easing of credit conditions. If it 
fulfills his function,- monetary 
policy can make an important 
contribution to economic stability. 
The cost of such a contribution 
is some loss of potential output 
during the boom and some crea- 


tion of potential future inflation 
during the recession. The impo- 
sition of an alternative operating 
goal— whether it is maximum 
output or absolutely stable prices 
will avoid one or the other of 
these costs. But it will also emas- 
culate monetary policy as an in- 
strument of economic stabiliza- 
tion, 


Inv. Ass’n of N. Y. 
Receives Nominees 


The following slate has been 
presented to the Investment As- 
sociation of New York for officers 
for the coming year: 








nage 
William G. Gallagher 
President: William G. Gallagher, 
Kidder Peabody & Co. 
Vice-President: Worthington 
Mayo Smith, Merrill Lynch, 
Pierce, Fenner & Beane. 
Secretary: Richard C. Egbert, 
Estabrook & Co. 
Treasurer: J. William Midden- 
dorf, Wood, Struthers & Co. 
Education: Lewis J. Kaufman, 
Goldman Sachs & Co. 
Entertainment: J. G. Peterkin, 
Laurence M. Marks & Co. 
Membership: John F. 
Smith, Barney & Co. 
Program: David C. Clark, Clark, 
Dodge & Co. 


Bryan, 


Publicity: James F. Burns, 
Blyth & Co. 

The Nominating Committee 
consisted of: 

E. B. de Selding, A. M. 
O’Connor (alternate). 

A. H. Frady, E. F. Johnson 


(alternate). 

R. B. McBratney, M. T. Ijams 
(ex-officio). 

P. Philip, H. L. Parker. 


H. G. Hoffman Opens 


Henry G. Hoffman is engaging 
in a securities business from of- 
fices at 318 West 75th Street, New 
York City. 


T. A. Kennedy Opens 


WOODSIDE, N. Y.—Thomas A. 
Kennedy is conducting a securi- 
ties business from offices at 64-11 
Woodside Avenue, 


Form Mutual Funds Secs. 


Mutual Funds Securities Cor- 
poration has been formed with of- 
fices at 39 Broadway, New York 
City to engage in a _ securities 
business, 


Chaskel Nussbaum Opens 


Chaskel Nussbaum is engaging 
in a securities business from of- 
fices at 250 West 57th Street. 


Form Mark Weisel Co. 


NORTH BELLMORE, N. Y.— 
Mark Weisel Company has been 
formed with offices at 1093 Olym- 
pia Road to engage in a securities 
business. 


Nathan C. Fay Joins 
Schirmer Atherton Co. 


PORTLAND, Ore.— Nathan C. 
Fay has become associated with 
Schirmer, Atherton & Co., 634 
Congress Street, as manager of 
the institutional sales department. 
He was formerly President of 
Nathan C. Fay & Co., which has 
been dissolved. 
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Do Rights Offerings Cause Dilution? 


panying table. Operating income 
did not keep pace with sales, the 
net operating margin before in- 
come taxes and interest falling 
from 30.3% of sales in 1949 to 
21.6% in 1956. The falling mar- 
Zin did not, however, lead to an 
equivalent fall in the return to 
invested capital. Return on capi- 
talization and surplus, after fall- 
ing from 1949 to 1952, remained 
essentially constant from 1952 to 
1955, and rose in 1956. The main- 
tenance of the return to capital 
Was partly achieved by a more in- 
tensive utilization of the com- 
pany’s assets, the ratio of sales to 
average assets rising steadily 
through the period, and may have 
contributed to the decline in the 
net operating margin. If so, the 
acceleration in the company’s 
building program may lead to a 
reversal of the decline. It would 
be dangerous, however, to infer 
that the operating margin will re- 
turn to its 1949-1951 level. For 
one thing, the entry of new firms 
such as Burroughs and National 
Cash Register into the electronic 
data processing field may lead to 
lower profit margins for the in- 
dustry in general, 


Improvement in Shareholder’s 


Return 
Equally important to the com- 
mon shareholder was the im- 


provement in the return on the 
average common stock equity. Re- 
turn to common dropped between 
1949 and 1952, then, over the five 
years 1952-1956, it rose steadily 
from 19.1% to 23.2°°, thus climb- 
ing back to its 1950 level. The 
table suggests that the 1952-1956 
rise was mainly due to increasing 
leverage, as the return to total 
capitalization and surplus was 
essentially constant from 1952 to 
1955. Only in 1956 was there a 
rise sufficient to explain the per- 
centage return to the common 
equity. The leverage, so impor- 
tant in enhancing the return to 
the common stock through this 
period, was the result of the com- 
pany’s unique and successful pol- 
icy of heavy debt financing, below 
described in detail. 


New Pattern of Financing 

The use of equity finncing to 
supply the needed funds was a 
departure from past patterns of 
financing. The last previous pub- 
lic sale of stock by IBM took place 
in 1925, 32 years ago. Since that 
time the company has grown by 
retaining earnings and the use of 
debt capital. In the postwar pe- 
riod, the company has become one 
of the heaviest users of long-term 
debt among the blue-chip indus- 
trial corporations. From a debt of 
$17 million in 1945 when it con- 
stituted 19.6% of total capitaliza- 
tion and surplus, the figure grew 
to the $330 million previously 
mentioned for the 1956 year-end, 
when it amounted to 49.8%. The 
high rate of earnings on invested 
capital gave the fixed charges a 
more generous coverage than 
found among many companies ad- 
hering to the maximum of one- 
third debt to total capitalization 
and surplus conventional for in- 
dustrial finance. Further strength 
lay in the exceptionally high pro- 
portion of earnings retained and 
the high cash throw-off from de- 
preciation funds. For the eight 
years shown in the table, the 
company paid out only 33'3% in 


Net Before 


cash dividends, retaining some 
$220 millions. Depreciation allow- 
ances in 1956 alone totaled $106 
million, or 13% of the average 
gross plant and equipment. This 
high percentage presumably re- 
sults from a high proportion of 
gross fixed assets invested in 
rental machines. 

The unusual quality of the debt 
is seen in a comparison of its $330 
million total with the 1956 re- 
tained earnings of $49 million and 
depreciation allowances of $106 
million, 


Cheaper Than Debt Financing 


One of the unusual features of 
this stock financing was that it 
was a good bit cheaper than debt 
even had the latter been expe- 
dient. Interest rates had been ris- 
ing over the past several years, 
as the result of the tight money 
situation. Even at the rate made 
favorable by forehanded planning, 
IBM was to pay 3.75% under its 
loan arrangement with Pruden- 
tial. At $220 per share its cash 
dividend on the common stock 
represented a yield of only 0.91% 
and the 1956 earnings yield was 
only 3.0% on this price. The 
overall “cost” of the new equity 
capital, considering the tax de- 
ductibility of debt interest, was 
only 2.95%. Even if the new 
money earned only the average 
rate of return made on all funds, 
borrowed and equity, in 1956, of 
13.3%, the earning power of $220 
would amount to $29.00 per share. 
The actual earning power would 
be enhanced in time by the use 
of the new funds as an equity base 
for subsequent debt increases al- 
ready planned, 

This extraordinary piece of 
equity financing should illustrate 
clearly why it is improper to ap- 
ply the term “dilution” to every 
new common issue. On March 31, 
1957, the book value of a share of 
IBM stock was $32.90. By selling 
shares at $220 the book value was 
paradoxically. “diluted upwards” 
to $49.00 per share. In this case 
the evidence seems clear that IBM 
so enhanced the asset base per 
share that it actually gave greater 
impetus to its growth than it 
could have possibly achieved by 
retention of earnings alone, 

Careful Analysis Called For 

Whether or not the sale of new 
stock dilutes or enhances the 
value of existing common stock 
cannot be glibly answered by re- 
ference to the decline in market 
price when the stock goes ex- 
rights. Rather, a careful analysis 
is necessary to compare the con- 
tribution in new funds with that 
previously existing behind each 
share. More important, we must 
determine whether the contribu- 
tion in future earning power from 
the new money is likely to en- 
hance or dilute earnings over a 
period long enough to permit the 
new capital to be put to work. 
The evidence in this case strongly 
suggests that the growth pattern 
of IBM stock has been enhanced 
substantially by its latest financ- 
ing — an enhancement that was 
made possible by the extraordi- 
narily high market price relative 
to previous earnings. 


Ratio cf Sales 
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Bond Club of Chicago 
To Hear E. R. Black 


CHICAGO, I1l.—There will be 
a luncheon meeting of the Bond 
Club of Chicago for Friday Dec. 
in the 


13, 1957 at 
Red Lacquer 
Room of the 
Palmer House. 
Guest speaker 
fe le a kee 
Eugene R. 
Black, Presi- 
dent, Interna- 
tional Bank 
for Recon- 
struction and 
Development. 

Reservations 
should be 
made early 
with F. Girard 
Schoettler, 
Wayne, Hum- 
mer & Co. 

There are the usual provisions 
for guests at $4.50 each. Special 
tables for members and _ their 
guests will be arranged on re- 
quest. 


R. A. Hicks V.-P. of 
Managed Funds, Inc. 


ST. LOUIS, Mo. — The election 
of Robert A. Hicks as Vice-Presi- 
dent and member of the Board of 
Directors of Managed Funds, Ine, 
Was announced by Hilton H. Slay- 
ton, President. 

Mr. Hicks will serve as execue- 
tive assistant to the President. 
Since 1953, he had been Ohio 
(Dayton) divisional representa- 
tive of Slayton & Co., national 
underwriters of Managed Funds. 

Before entering the mutual fund 
field, Mr. Hicks had spent over 
30 year's in the insurance industry 
in the organization, reorganization 
and management of insurance 
companies and general agencies. 


NASD District No. 14 
Elects to Committee 


Announcement has been made 
of the election of members to 
District Committee No. 14 of the 
National Association of Securities 
Dealers. Those elected were 
Frank H. Sellman of Spencer 
Trask & Co., Boston; Eugene R, 
Hussey of The First Boston Corp., 
Boston; and Foster B. Davis, Jr., 
of Davis & Davis, Providence, R. 1. 


12:15 p.m. 





Eugene R. Black 


The district consists of the states 
of Maine, Massachusetts, New 
Hampshire, Rhode Island and 


Vermont. 


Howard N. Sellers Opens 


DENVER, Colo. — Howard N, 
Sellers is conducting a securities 
business from offices at 1540 
Washington, 


Forms Wilkins Couture 


MEMPHIS, Tenn. — Wilkins & 
Couture Co. has been formed with 
offices at 1229 South Greer to en- 
gage in a_ securities business. 
Walter I. Couture is a principal 
of the firm. 


Paul Sturtevant 
Paul Sturtevant passed away 
Nov. 28 at the age of 80 following 
an illness. Mr. Sturtevant was a 
partner in Baker, Weeks & Co., 
New York City. 


Percent. Return on Avcraget 


Sales Interest ~- PperShare Bock Value Net Operat- to Average Capitalization Con mon 

Year (millions) (millions) Earned* 12/31 ing Msrgint Total Assets & Surplus* Equity® 
1956 $734 158.4 $3.76 $32.20 21.6% 1.05 13.3% 23.2: 
1955 64 126.1 5.32 27.60 22.4 0.94 11.8 <3. 
1954 461 105.5 4.43 23.80 22.9 0.85 11.4 21.6 
19L3 410 98.0 1.60 21.70 23.9 0.87 12.1 20.3 
1952 334 83.8 3.49 19.70 25.0 0.81 11.9 19.1 
1951 267 19.9 3.51 17.90 29.9 0.77 13 7 20.9 
1950 15 63.4 » Re 15.60 29.4 0.76 15 9 23.4 
1949 183 55.5 3.17 13.20 30.3 0.72 16.8 26.2 
19£6 earnin:s based cn straight-line depreciation rather than sum-oi-digits method adopt d that year to provide comp arability 

with earlier years. 1956 reported e.rnings, using sum-of-digits depreciation, were $6.55 per share, net before interest Was 

$154.1 million, and the net operating margin was 21.0 
‘Excludes excess profits tax of 1950-1953. ‘*Before interest and income taxes, Averace of year beginning and ending \ alues, 
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Toward Budget Balancing 
With Flexibility 


tivity, he channels more of the 
total of human energy into the 
real purposes of humankind: in- 
ventiveness, creativeness, and the 
use of his intellectual competence 
in the fields of the arts and the 
philosophies. 


Concern Over Savings Bonds 

Because of our concern with the 
management of the national debt, 
we in the Treasury have a par- 
ticular responsibility and concern 
in personal savings because we 
are the guardians of a crucial 
sector of individual investment— 
the Savings Bonds program. More 
than $41 billion of our E and H 
Savings Bonds are outstanding at 
the present time and we estimate 
that this represents 40 million 
owners—almost a quarter of the 
population of the country. 


The importance of these hold- 
ings from the point of view of 
the Treasury cannot be overstated. 
They represent about 15% of the 
éntire national debt and they are 
steady holdings—we have found 
that the average E-Bond pur- 
chaser holds onto his bond for 
about 74% years. The continued 
growth of the program through 
World War II and through the 
rapidly shifting conditions of the 
past decade is the best testimony 
I know of that the Savings Bond 
type of security meets a genuine 
need. Regular saving has become 
a pattern for millions of families. 
Not only has it been a contribu- 
tion to the national welfare but 
saving has been translated to 
mean more security, better edu- 
cation for children, home owner- 
ship, and to meet countless other 
individual needs. 


The features of liquidity, guar- 
anteed redemption values, and 
ease of purchase through payroll 
deduction or other plans, make 
Savings Bonds a particularly good 
investment for the small saver in 
a changing world of variable mar- 
kets. While there have been net 
redemptions of E and H bonds 
during the past year, there is evi- 
dence that the trend toward in- 
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creasing redemptions is levelling 
off. What is even more significant, 
sales of the small denomination 
bonds—$200 or under—have been 
maintained at record high level 
at all times. 


I should like to take this op- 
portunity to express the gratitude 
and the appreciation of the nation 
for the contribution of the Adver- 
tising Council toward America’s 
program for saving. 

While the full dimensions of 
this contribution are difficult to 
measure, it has been estimated 
that the total value of advertising 
time and space devoted to this 
program since 1942 is close to $l 
billion. Currently, this contribu- 
tion is estimated to be running at 
more than $50,000,000 per year. 

To this effort you have given 
your best talents and made the 
widest use of your contacts for 
development and display. You 
have encouraged millions of fam- 
ilies to save. You have made sav- 
ing an investment, a symbol of 
patriotic service. Our apprecia- 
tion for your past services is not 
only real and heartfelt—it con- 
forms to the definition of ‘‘grati- 
tude” as “a lively anticipation of 
favors yet to come.” 

In this age of responsibility, 
what you have done and what you 
will do is a rich measure of de- 
votion to self-government. All of 
us in Government, in industry, in 
labor, and as individuals, must do 
as well. Prudence will never be 
out of fashion. Savings and thrift 
will never be outmoded. Enlight- 
ened judgment will always be at 
« premium but will eternally be 
indispensable to the preservation 
of freedom and liberty. 

Our course is clear: in our high- 
energy civilization we must work 
#wnd save, explore and invest, im- 
prove and create, always with one 
purpose in mind—that the lot of 
individual people is bettered. 

History is replete with the story 
of those who have failed. The 
future will be assured by the ex- 
tent to which we succeed. 


As We See It 


the door of the so-called tight money policy of the Fed- 


eral Reserve policies. 


It may be that further enlargement of the bubble 


that had developed on top of the boom was prevented by 
Federal Reserve action in raising the discount rate and in 
maintaining moderation in its open market policy. Bubbles 
on top of booms are, however, hardly to be encouraged as 
wholesome business developments. Any real difficulty 
which may now be threatening to bring on prolonged 
major disturbances must be charged elsewhere. Business 
can not indefinitely thrive on cheap money artificially 
maintained, regardless of the rate of spending and saving. 
Money became dear—if indeed it could be called dear— 
for reasons other than action by the Federal Reserve 
authorities, who merely refused to create money to serve 
the purposes that nonexistent savings normally and rightly 
should be serving. or 
Questions 

This analysis of the situation definitely raises the 
question as to whether greater willingness of the Reserve 
authorities to create money will in any important way 
contribute to the general economic welfare at this time. 
For a long while past, indeed most of the time since the 
system came into being, changes in the discount rate have 
influenced the financial situation in this country more by 
means of psychology than in any other way. Usually, 
member banks were not particularly in debt to the Re- 
serve System and were not much disposed to incur such 
debt in volume quite regardless of the costliness or the 
cheapness with which such borrowing could be done. In 
recent years, however, banks have borrowed more freely 
from the Reserve system, but the rates at which they 
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could borrow were well below those they could obtain for 
the tunds borrowed by lending them to their customers. 
As to whether such reductions as have occurred 1n the 
discount rate recently would have any eftect upon the 
borrowing policy of member banks, one must torm his 
own judgment—as he must about the further question as 
to whether and to what extent the Reserve authorities 
would encourage or even permit greater borrowing re- 
gardless of rates charged. 

But some important questions remain. Will business 
men and consumers borrow and spend more freely—as- 
suming funds are easier to get and cheaper? Would it be.a 
good thing for us all in the long run if banks lend, cus- 
tomers borrow ard all spend borrowed money more freely 
in the circumstances now obtaining? This raises the ques- 
tion as to whether or not there are basic reasons for 
hesitancy on the part cf business and to some extent 
doubtless on the part of consumers. If so, has such action 
as has now been taken by the Reserve authorities elimi- 
nated them, or will it eliminate them in the early future’ 
If not, would it be a good thing for us all te go ahead as 
if they had never existed or as if they had been elimi- 
nated? These are some of the questions that must perplex 
the thoughtful man when he reads his daily paper these 
days. 

What of Old Complaints 


Only a very short time ago almost everyone was 
saying that the very high wages, and shorter hours, de- 
manded and obtained by labor were so adding to the cost 
of many types of goods that higher and higher. prices 
seemed inevitable. Many went further and expressed 
doubt as to whether the consumer could be. persuaded to 
buy freely at such high prices. Indeed, it was, a question in 
many minds as to whether the consumer, b 7 
could buy at such prices at least without further substan- 
tial enlargement of his debt burden—which was and: is 


great enough in all conscience. Recent..events seem: to’ 


support such doubts. Consumer prices have begun at 
length to hesitate, as have wholesale prices. Consumer 
credit is rising rather rapidly, and pressure for longer 
terms is growing—the allegation being that with the 
higher prices now ruling on goods bought with such credit, 
consumers have to get longer term credit in order to keep 
the monthly payment within their reach. 


For some time past reports have been frequent of a 
leveling off of plant and equipment expenditures by busi- 
ness — partly doubtless because of the greater cost: of 
funds, but also because of some uncertainty about whether 
such equipment would over a longer veriod find useful 
and profitable employment. Housing certainly has _ lost 
some of its steam. Relative scarcity of mortgage money 
was doubtless one reason, but there have also been a good 
many who were inclined to raise the question as. to 
whether the “edge” had not been taken off the market 
by the exceptionally strong and exceptionally long con- 
tinued building boom. There have also been a good many 
who wondered if we had not been going into debt, all of 
us from consumer to industrialists, at a rate which cculd 


not and certainly should not be continued a great deal 


longer. 


How many of these factors will be substantially © 
changed by the action of the Federal Reserve authorities, 


or any that they can reasonably be expected to take in 
the near future? If anything, one would suppose that any 
easing that has been effected in the money market would 
stiffen the spines of labor negotiators, and render it the 
more difficult to get that phase of the situation in hand. 
We can hardly believe that somewhat greater ease in the 
money market will make lenders in the consumer credit 
field more willing to extend the terms of their loans be- 
yond what is now regarded as safe. 

There are factors other than the cost of money to be 
considered in reaching decisions about plait expansion. 
Now that the Reserve has acted, it may be well to take 
a second look at the other factors. 


Elton Robson Opens 


BILLINGS, Mont. — Elton H. 
Robson is engaging in a securities 
business from offices at 1171 
Ponderosa Drive. 


Stone & Webster Add 


With Phillips Secs. 


(Special to THe Financia CHRONICLE) 


of Phillips Securities, Inc., 
North Port Washington Road. 


y and large, 


- the Waldort 


MILWAUKEE, Wis. — Louis C. 
Hellermann has joined the staff 
5856 


PHILADELPHIA, Pa.—Stone & 
Webster Securities Corporation 
announced that Norris S. Barratt, 
III, has become associated with 
the sales department of their 
Philadelphia office, Philadelphia 
National Bank Building. 

Mr. Barratt was formerly as- 
sociated with Boenning & Co. as a 
registered representative. 


Chicago Analysts to Hear 


CHICAGO, Ill.—James F. Stiles, 
Jr., Ernest H. Volwiler, George R. 
Cain and Edward A. Ravenscroft, 
officers of Abbott Laboratories, 
will address the luncheon meeting 
of the Investment Analvsts Soci- 
ety of Chicago to be held Dec. 5 
in the Adams Room of the Mid- 
land Hotel. 
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Wm. H. Gumpel 
Joins Herzfeld & Stern 


William H. Gumpel, formerly 
associated with Walston & Co. Inc. 
for seven years, is now with the 
New York Stock Exchange firm 





William H. Gumpel 


of Herzfeld & Stern, at 30 Broad 
St., New York City, as a regis- 
tered representative. Mr. Gumpel 
has been a frequent writer in fi- 
nancial papers. 


N. Y. Stock Transfer 
Ass’n Conference 


The annual conference of the 
N. Y. Stock Transfer Association 
will be held Saturday, Dec. 7, at 
the Waldorf - Astoria Hotel. The 
meeting, which will be attended 
by members from throughout the 
United States and Canada, will 
begin at 2:30 p.m. in the Astor 
Gallery of the hotel. A dinner at 
will conelude the 
day’s events. 

The program for the conference 
includes discussion of the follow- 
ing topics: 

“Why a Registrar?” 

“The status of changes in Fed- 
eral stock transfer tax rates and 
the computation thereof.” 

“A central depository for secu- 
rities.”’ 

“The model act for simplifica- 
tion of fiduciary transfers, as 
sponsored by Francis T. Christy.” 

Mr. Christy, a New York at- 
torney, is a well-known authority 
in the field of stock transfer re- 
quirements. 

Joseph E. Williams, Vice-Presi- 
dent, Chase Manhattan Bank and 
chairman of the Association’s ex- 
ecutive committee, will preside at 
the conference. He will be 
sisted by William Rieber, Assist- 
ant Treasurer of the Chase Man- 
hattan Bank and chairman of the 
standardization committee, who 
will conduct a discussion forum. 


Bryan S. Reid, Jr. to Be 
Bacon, Whipple Partner 


CHICAGO, I1l.—Bryan S. Reid, 
Jr..on Jan. 1 will be admitted to 
partnership in Bacon, Whipple & 
Co., 135 South La Salle Street, 
members of the New York and 
Midwest Stock Exchanges. Mr. 
Reid has been with the firm fo! 
many years, 


Clark, Dodge & Go. to 
Admit Peck as Partner 


Clark, Dodge & Co., 61 Wall 
Street, New York City, members 
of the New York Stock Exchange 
on Jan. 1 will admit Andrew F. 
Peck to partnership. 


With A. C. Allyn 
Special to Tue Financiat CHRONICLE) 
MILWAUKEE, Wis.—Thomas R. 
Nesbitt is with A. C. Allyn and 


as- 


Company, Incorporated, First 
Wisconsin National Bank Build- 
ing. 


William Vanston 

K. Vanston, limited 
White, Weld & Co., 
Nov. 28 at the age 


William J. 
partner in 
passed 
of 76. 


away 
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Why the Deep Gloom About 
Business Prospects for 1958 


er loan volume should mean a 
moderate plus for bank operating 
results next vear. Banking is still 
a “growth” industry. 


Question Marks 
We are asked— 


“What about the stock 

“What about war?’”’ 

“What about an auto strike next 
year?” 

“What about monetary policy?” 

Nobody can ignore these things 
even though they defy forecast. 
We must contend with these risks 
in our business. Forecasts, to be 
useful, cannot hide behind a lot 
of if’s, and’s and but’s—we are 
responsible for the assumptions 
and judgments that enter into our 
forecasts. 

Stock Market—Our attitude to- 
ward equity investment is based 
on our long term economic growth 
philosophy. In the three and a 
half years since September, 1953, 
the Dow-Jones Industrial Average 
had advanced at an average 30% - 


market?” 


per-year clip. Relative business 
stability and more competitive 


bond yields invited market reap- 
praisal. Without presuming to 
suggest that we have seen the 
absolute bottom of the latest de- 
cline in the market—it so happens 
that I think we have—the jitters 
of the moment have carried many 
stocks to levels that will look like 
pretty good value a few years 
from now, in my opinion. 

War — Nobody can predict 
whether or nor present tensions 
in the Middle East will involve us 
in another war. We lean to the 
view that they will not. As has 
been true throughout this whole 
postwar period, we still hold that 
the only practical assumption for 
future planning is a continuation 
of a “Cold War” international 
climate, with all that that implies 
concerning defense outlays and 
foreign commitments. 

Auto Strike—One can hope that 
cool heads and reasonable atti- 
tudes will prevail when manage- 
ment/union negotiations begin in 
the auto industry next June. But 
hope is no basis for economic 
judgment. The possibility of a 
strike must be recognized as more 
of a risk in 1958 than in preced- 
ing sessions. Our forecasts. are 
based on a no-strike assumption. 

Monetary Policy—We visualize 
no significant easing in Federal 
Reserve policy while the infla- 
tionary implications of a wage 
settlement in the auto industry 
remain to be resolved. 


IV. “The Edie Doctrine” 

I want to end this talk by get- 
ting back to the subject of IN- 
FLATION. Further improvement 
in the “American Way of Life” is 
not all we have at stake in safe- 
guarding the buying power of the 
dollar. World peace and national 
survival can also be involved. 

What seems to be ‘singularly 
lacking, even at this late date, is 
a bringing into focus of all the 
factors contributing to inflation 
and the several areas where re- 
sponsibility for dealing with them 
must rest. One gets the impres- 
Sion that too many people regard 
the Federal Reserve Board as the 
only agency responsible for deal- 
ing with this problem, overlook- 
ing the large contributors to infla- 
tion that lie outside the ‘‘Fed’s” 
area of responsibility and author- 
ity. Washington discussions and 
statements by others have high- 
lighted attacks on different sec- 
tors of the problem but nowhere 
have I seen or heard a reasonably 
complete bill of particulars for at- 
tacking all elements in their rela- 
tion to each other. 

I would like to propose such a 
program. I call this proposal THE 


EDIE DOCTRINE—calling for an 
integrated national economic pol- 
icy. 


This involves creation of no 
new government or government- 
sponsored “super agency” to mon- 
itor an anti-inflation program. We 
do not consider such a body nec- 
essary nor desirable. We have 
adequate competent public and 
private agencies and individuals 
to implement an effective - pro- 
gram. 

“The Edie Doctrine” proposes 
that all national and_ regional, 
public and private objectives and 
policies be re-examined in the 
light of the priority problem we 
are trying to deal with. Let me 
sketch several of the practical 
points of attack that the “Doc- 
trine’’ would encompass: 

(1) Price Supports—With farm 
and food prices the biggest factor 
in the Cost of Living Index—price 
supports plus cost of living wage 
clauses, plus parity ratios help 
keep us on an inflation merry-go- 
round, 

(2) Minimum Wage—The gov- 
ernment concedes that wage 
boosts in excess of productivity 
increases spell inflation then 
presses for a higher minimum 
wage.— “Arbitration” —-Whenever 
a government “umpire” presses 
management to settle a bargaining 
session rather than risk a strike it 
becomes party to resulting price 
increases. Management responsi- 
bility exists here too. 

(3) Tax and Fiscal Policies— 
Objectives of monetary policy 
merit higher priority in mapping 
tax legislation. Corporate tax 
laws encourage debt financing be- 
cause Uncle Sam pays half the 
interest cost. Other taxpayers pay 
the rest, in taxes and higher 
prices. 

(4) Defense and Foreign Aid— 
These commitments and their part 
in solving the inflaiton problem 
could benefit from several points 
of attack: (a) reduction of waste 
through -unified purchasing and 
research and development pro- 
grams, (b) consideration of other 
domestic Federal commitments in 
constructing the defense budget, 
and (c) continuous orientation of 
defense officials concerning the 
objectives of monctary policy. 

(5) Public Works and Services 
—We continue to demand _ that 
more Federal. State and _ local 
facilities and services be provided, 
regardless of the condition of the 
market for men, money, and ma- 
terials. State officials who are 
most outspoken advocates. ol 
“Federal economy” set this prin- 
ciple aside in seeking Federal 
grants for local purposes. 


Labor 

Admonitions for “restraint” 
will get us nowhere. Besides pav- 
ing the way for needed legislation 
to reduce the drain of abuses and 
bad practice that add to unpro- 
ductive labor expense, and there- 
by to prices, the Beck-Hoffa dis- 
closures should jar labor leader- 
ship into a re-examination of the 
form and content of its program 
as a matter of self-interest. 


Management 
Whatever the motive, American 


management has probably been 
the biggest single factor in the 
fight against inflation through 


large expenditures for increased 
capacity and cost-cutting cquip- 
ment. But (a) perversion of the 
protective feature of the strategic 
stockpile program by delivery of 
imported low-cost foreign metals 
for the “fast buck,” followed by 
clamor for tariff protection and 
(b) blind acceptance of steel/auto 
wage terms without regard for a 
given company’s own “produc- 


tivity” experience, illustrate areas 
for some management fence- 
mending. Management might well 
invite labor to re-examine the 
whole concept of ‘‘automatic” pay 
boosts. 


“The Edie Doctrine” asks that 
all points of attack on the infla- 
tion problem be considered to- 
gether. The solution cannot be 
left to the solo forays of the 
“Fed” which has no authority in 
most of these areas. Bankers, as 
the traditional leaders and spokes- 
men for communities, have a 
larger responsibility than most in 
this matter. They have the nu- 
merical strength, knowledge and 
prestige to get something accom- 


plished through national, state 
and local organizations and 


through personal friendship with 
leaders in many walks of life. 
If, God forbid, over the years 


ahead, we should awaken some 
morning in a shambles of col- 
lapsed values, it won’t help us 
much to point an accusing finger 
at Washington, or the “Fed,” or 
labor. It will be too late for “in- 
vestigations.” Each of us can 
reach down for a handful of dust 
to pour on his own head. We 
still have the promise of a happy 
economic potential ahead of us. 
It’s about as certain as anything 
can be in this uncertain world, but 
it’s not guaranteed on a platter. 
We'll have to work for it. We are 
challenged to demonstrate to our- 
selves and to the world that we 
can rise above sectional and par- 
tisan interests in solving our 
larger national problems. In the 
days ahead let’s keep in mind Ed- 
mund Burke’s words— 


“All that is necessary for evil to 


triumph is for good men to do 
nothing.” 


Is Tax Reduction Essential 
For the Economy? 


By RICHARD A. MUSGRAVE* 
Professor of Economics, University of Michigan 


Well known tax authority opines taxes may be maintained at 
their present rates or even increased, if necessary, without 
damaging economy’s long-term soundness. In refuting prevail- 
ing opinion that we are near the upper limit of our taxable 
capacity, Professor Musgrave sees in the tax fears held “our 
version of the Marxist fallacy that capitalism will succumb by 
its own weight.” Warns that spending too little for our national 
needs can be just as dangerous as spending too much, and 
believes that the former has had the tragic effect of interfering 
with national defense and scientific progress. 


It is difficult to condense into 
a short statement a problem which 
in the first place hardly lent it- 
self to discussion in a brief paper. 
The task is 
complicated, 
moreover, by 
the breath- 
taking events, 
related only 
too closely to 
the matter of 
public ex- 
penditures, 
which have 
occurred since 
my paper was 
prepared. 

Public ex- 
penditures are 
needed be- 
cause the 
market mechanism, while ideally 
equipped to provide for the sat- 
isfaction of most of our wants, can- 
not provide for all of them. There 
are certain wants which must be 
provided for through the budget. 
This does not mean that the goods 
and services in question must be 
produced by government, although 
some of them are; my main point 
is that they must be paid for in 
taxes rather than through con- 
sumer purchases at the market. 
This is so because these goods 
are consumed in equal amount 
by all, so that all individual con- 
sumers are benefited whether 
they contribute to the cost or not. 
Voluntary bidding, which is the 
essence of the market mechanism, 
will not be forthcoming. A po- 
litical process is needed to de- 
termine these wants, involving 
decision by majority vote and 
compulsory contributions in ac- 
cordance with a common tax 
formula. 


Prof. R. A. Musgrave 


This, in a nutshell, is the prob- 
lem of providing for the satisfac- 
tion of social wants. In my paper, 
I allow for certain other functions 


of budget policy, including dis- 
tributional adjustments and sta- 
bilization. These must be added 


to obtain the total picture, but I 
shall not comment on them here. 
Rather, I wish to restate certain 
propositions regarding this cen- 





*A summary statement by Prof. Mus- 
grave before the Joint Economic Com- 
mittee, Policy, 
Washington, 1957. 


Subcommittee on Fiscal 
18, 


D. C., Nov. 





tral function of providing for the 
satisfaction of social wants. 


Advances Propositions 


(1) Social wants involve certain 
characteristics which require that 
they be provided for through the 
budget. As such they differ from 
private wants which may be sat- 
isfied and paid for through the 
market. This difference does not 
establish a presumption that so- 
cial wants are either more or less 
important than private wants. 

(2) The proper allocation of re- 
sources between the satisfaction 
of social wants and the satisfac- 
tion of private wants is that which 
selects the most important wants 
of both types, and leaves unsatis- 
fied the less important wants of 
both types. A budget which does 
this may be called an optimal 
budget. 

(3) This concept of optimal 
budget is concerned just as much 
with avoiding too low a lower 
limit as with avoiding too high 
an upper limit to public expendi- 
tures. The concept of taxable 
capacity, by the very semantics 
of the term, is concerned with 
the latter contingency only. It is 
a biased concept, designed from 
the outset to give a_ biased 
answer. 

(4) At the same time, note that 
the division of resources between 
the satisfaction of private and of 
social wants is not only a ques- 
tion of which final wants are to 
be recognized. The satisfaction of 
social wants, in scope and con- 
tent, may affect the functioning 


of the market system. Public 
services may improve the effi- 
ciency of private enterprise in 


many ways. Indeed, the private 
enterprise sector of the economy 
could not function without a mini- 
mum level of public services. 
Taxes, if excessively high and ill 
designed, may interfere with the 
functioning of private enterprise. 
Thus, the proper scope of public 
services or satisfaction of social 
wants must be determined with 
due allowance for its repercus- 
sions, favorable and unfavorable, 
on the enterprise sector of the 
economy. 
Marxist Fallacy 

Leaving aside these somewhat 

abstract matters of principle, let 
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me add a brief comment on the 
current scene. We have heard 
again and again, over the last two 
or three years, that tax reduction 
is imperative for the health of our 
economy. In a period of high 
employment, this statement is 
equivalent to saying that the level 
of public expenditures ig in excess 
of what a healthy economy can 
sustain. I do not wish to argue 
here that all expenditures in- 
cluded in the current budget are 
essential; nor do I wish to argue 
that there may not be essential 
expenditures, including civilian 
items, which are omitted. I do 
want to say that the popular and, 
let me add, bi-partisan. proposi- 
tion, that tax reduction is impera- 
tive for the health of our econ- 
omy, is without basis in fact and 
economic analysis. It is our ver- 
sion of the Marxist fallacy that 
capitalism will succumb by its 
own weight. 


That this proposition, fallacious 
as it is, should have been per- 
mitted to interfere with meeting 
national requirements for defense 
and scientific progress, seems a 
great tragedy to me. I cannot 
help but feel that such was the 
case. Recent developments, to re- 
turn to my earlier terminology, 
have given an overpowering im- 
portance to certain social wants. 
These new social wants must be 
recognized as of overriding im- 
portance, and the necessary costs 
must be accepted. 


These costs may take the form 
of no tax reduction or, to say the 
forbidden word, increased taxes; 
and they may take other forms, 
not directly connected with the 
level of governmental expendi- 
tures, such as the channeling of 
scientific talent from improving 
the glamor of merchandise to 
basic research. It would have 
been a pleasure to forego this 
illustration, but there could have 
been no setting more dramatically 
designed to focus on the impor- 
tance of social wants, than that 
produced by the avalanche of 
Russian progress bared during the 
recent weeks. 


Chicago Inv. Women 
CHICAGO, Ill. — The invest- 
ment Women of Chicago will hold 
their sixteenth annual Christmas 


party at the Chicago Bar Associa- 
tion, 29 South LaSalle Street, at 
5:15 p.m., on Tuesday, Dec. 10. 


G 





) 
Through films, pamphlets, 
posters, exhibits and lec- 
tures, our life-line of cancer 
education reaches people in 
business and industry. 
) They learn facets about | 
cancer which could mean 
the difference between life 
and death. For information 
about a program in your 
plant call the American 
Cancer Society or write 


“Cancer” care of your 
local Post Office. 


* AMERICAN CANCER SOCIETY 
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Tomorrow's Investment 


factors in trust investment? My 
own answer would be that while 
our research is fully justified in 
establishing investment policy and 
in weighing questions of relative 
risk among industries and secu- 
ties, its effect in reducing the ac- 
tual investment risks involved in 
our decisions lies somewhere be- 
tween negligible and nil. It might 
be argued that to the extent that 
regular availability of adequate 
facts about a security tends to 
prevent it from either advancing 
too high or falling too low, it 
serves to reduce price risk. But 
human nature, particularly in the 
area of mass psychology, being 
what it is, this possibility should 
not be too highly regarded. 


Follow the Leader 


Not even in conserative trust 
circles are trustees immune from 
extraneous influences, and all too 
many seem to regard the essence 
ofthe Prudent-Man Rule as a 
“follow the leader” principle. Evi- 
dently some would rather be 
wrong but in good company than 
risk being wrong all alone. I am 
among those who have a high 
regard for International Business 
Machines and Minnesota Mining 
ind) Manufacturing stocks as 
growth equities, but it bothers me 
io find so many trustees buying 
these stocks not on the basis of 
what they know about them, but 
because they find them so widely 
popular with experienced inves- 
tors. Slavish imitation can be 
flattering to those imitated, but 
it hardly forms a solid basis for 
investment policy: more often 
han not, it leads to both buying 
00 laté and selling too late, which 
seldom produces satisfying results. 

My title, “Tomorrow’s Invest- 
nent Portfolio Today,” seems to 
sarry a promise of forecast or 
yrophecy; but of course what we 
vve always been trying to do 
as been to select those securities 
ind develop those well balanced 
xrograms which would offer fu- 
ure vindication of our present 
udgments. The present invest- 
nent holdings in our trusts are 
‘imply the portfolios of tomorrow 
hat we accumulated on various 
vesterdays, and as such they have 
nuch to tell us through experi- 
‘nce gained that should help us 
neet new problems arising today 
ind tomorrow. 

It is rarely possible to build 
omorrow’s portfolio today in the 
1arrow sense that any one of less- 
r stature than a prophet could 
his single day select and pur- 
‘hase a well balanced portfolio 
hat would stand up strongly 
inder all the vicissitudes and 
‘conomic change of the next 
en to twenty years, or even 
£ the next five years. A 
vortfolio must not only be care- 
ully constructed over a period of 
ime, but requires constant watch- 
ulness, like a well tended garden, 
f it is to thrive and flower. Be- 
ore I have concluded these, ob- 
ervations, I hope to offer some 
lemonstration that this is so. 


More Pessimistic Talk Than 
Action 
To be more specific, there are 
lany securities that I would read- 
ly buy today, particularly bonds. 
jut while I am strongly common 
tock minded, I do not consider 
hat this is a time to be fully com- 
1itted. When such a time will 
ome I cannot now say: mean- 
vhile, I would hold some liquid 
ssets as a buying reserve. These 
guid assets are merely keeping 
1e seat warm for some of tomor- 
ow’s real portfolio. 1 am not here 
eing carried away by the cur- 
ent rash of pessimistic talk, for 
mn the record this has been my 


Portfolio Today 


point of view for more than a 
year. In all truth, there has been 
far more pessimistic talk than 
pessimistic action. 

1 could readily use up my al- 
lotted time in projecting in detail 
my current working hypothesis of 
the business and investment out- 
look and how I would apply it to 
current detailed investment prob- 
lems, and I am not unwilling to 
share these views with you. Its 
usefulness is at best limited and 
short-lived, because in three to 
six months I will doubtless have 
been obliged to shift my view- 
point several times, as indeed I 
have already in preparing these 
remarks, to accommodate for new 
factors and later information not 
now available to me. It would 
soon be less valuable than last 
month’s newspaper. I would pre- 
fer to place more emphasis on less 
specific, but what I believe to be 
more fundamental, problems and 
principles, tracing in only enough 
current economics so that we will 
not be considering them in a 
vacuum. 

We have arrived at an extraor- 
dinarily interesting juncture in 
our economy, one involving un- 
doubted risks but also offering 
great promise for alert and skill- 
ful management. The present con- 
census is that the business boom 
has arrived at a period of pause, 
if it has not indeed ended, and 
both the stock and bond markets 
have been persistently weak. 
Lower prices must ultimately 
spell opportunity for investors. 


“Shades of King Canute!” 

The whys and wherefores of the 
apparent business slowdown can 
be studied in a dozen well rea- 
soned analyses, so that I shall 
omit my own interpretation. Thi 
real unanswered question is 
whether we are to have a reces- 
sion of uncertain extent and dura- 
tion or whether, as many highly 
considered economists believe, the 
needed corrections are not major, 
and sometime in 1958 the general 
advance in the economy should be 
resumed. I underscore only two 
points. The first is that declines 
in business, in the stock market 
and in the bond market, with ac- 
companying tight money condi- 
tions, are occurring in almost 
every nation in the free world, 
roughly paralleling our own, and 
we should not, therefore, accept 
them as limited domestic phe- 
nomena which we can attribute to 
simple caues. Secondly, the more 
opumistic the forecaster, the more 
he seems to embrace the currently 
popular theory that we have now 
learned how to control the busi- 
ness cycle, for which I fail as yet 
to find any adequate support. | 
operate on the premise, una- 
shamedly old-fashioned, that 
booms and depressions will con- 
tinue to be with us, and that gov- 
ernment can only moderate, ag- 
gravate, or postpone, but cannot 
abolish, a condition with which all 
forms of society have had to con- 
tend. While depressions are theo- 
retically unnecessary, then so are 
wars. You may remember that 
only a few years ago we were told 
that government securities should 
not and would not sell at dis- 
counts from par value because the 
monetary authorities would not 
tolerate it. 

Please do not misunderstand me. 
I am not forecasting a recession, 
because I don’t possess that kind 
of judgment or foresight; I 
saying only that it is foolish to 
conclude that we will never have 
recessions because the 
ment will not permit it. 
of King Canute! 


am 
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Explains Market Decline 


I not only view the decline to 
date in the market prices of com- 
mon stocks as amply justified, but 
do not yet see any assurance that 
the movement has run its course. 
I am now indulging in the luxury 
of hindsight, that clearest of all 
vision. There were two underly- 
ing weaknesses in the level to 
which stock prices attained, and 
to deflate these the market cor- 
rection should be regarded as a 
blessing, even if an unwelcome 
one to many. 

First, there was too much buy- 
ing of stocks on vague general 
theories and discussions about 
probable inflation, with too little 
consideration of intrinsic values. 
We know, but sometimes forget, 
that only earnings and dividends 
determine long range market 
value, and only higher dividends 
can recurrently offset higher liv- 
ing costs. The possession of raw 
material reserves is not always 
sulficiejt:; witness the dreary 
performance of gold stocks. 

Then, second, the level of stock 
prices for the last year or two has 
been too much predicated not on 
current performance, but on the 
anticipation of larger earnings and 
dividends projected well into the 
future. We have seen again and 
again that it requires no depres- 
sion to bring such stock prices 
down out of the clouds, but-merly 
an interruption in the rhythm of 
forward earnings growth. Simply 
a deferment of good prospects can 
do the trick. What has happened 
is therefore good, not bad. 

The downward progression in 
the bond market has been slower 
and more predictable. It has 
brought prices and yields to a 
level where for the first time in 
the 25 years that I have been dis- 
cussing investments, I find con- 
structive and positive things to 
say in support of investing in 
bonds. I wish to embrace this op- 
portunity before it, or I, vanish 
from the investment scene, and 
will then add some observations 
on stock policy. 


Favors Buying Longer Bonds 

I consider that the time has 
come to buy long term bond issues 
quite freely for trusts. In our own 
trust department we have been 
spending long-hoarded reserves— 
that is our bond, not our stock, re- 
serves—on the new issues now 
coming along, which produce 
yields of not far below 5° for ob- 
ligations of high investment qual- 


ity. With almost a flat yield 
curve, short, long, and medium 
maturities producing about the 
Same returns, I favor buying 
Jonger bonds except, of course, 


where liquidity is required. We 
would prefer non-callability, and 
insist at the least on = ex- 
cellent call protection. Any is- 
sues not offering such protection 
are outside the scope of my rec- 
ommendation and should be 
avoided unless they possess such 
an attraction as a favorable con- 
version privilege. There is no 
point in assuming long-term 
money market risks on a heads- 
you-win, tails-I-lose, basis. 

“Deep discount” bonds, those 
selling substantially below par, 
provide automatic protection 
against call; and where they fit in, 
‘they otfer excellent values. They 
produce low imimediate cash in- 
come and therefore do not always 
suit trust funds, where the life 
tenant and remainder interests 
are often divergent. 

My sanguine point of view ex- 
tends to high-quality preferred 
stocks, which would benefit from 
the same factors that might favor 
long-term bonds, and many of 
which offer sound investment 
value at present prices. In dis- 
favor with many as a form of in- 
vestment, this relative unpopula- 
rity of prime preferred issucs 
finds little historical support from 
a long range comparison of per- 
formance with that of “A” rated 
bonds. 

All of this represents a complete 


change in my viewpoint in the last 
year. Having been frequently 
proved wrong, it is long since I 
have held any pride of opinion, 
and I offer here no positive fore- 
cast on the future money market. 
I simply consider that present 
bond prices represent an atctrac- 
tive buying level, and that pur- 
chases made now should look re- 
spectable in future retrospect. 
Present bond yields are favoraple 
both historically and by compari- 
son With yields on high grade 
common stocks, which inciden- 
tally offer dimmer prospects of 
immediately higher dividends 
than was generally thought likely 
earlier in the year. 

The possibility of further price 
declines in bonds, now or later, 
is a risk that must be accepted. 
The interest cost to borrowers, 
figured on an after-tax basis, is 
still historically low; and as 
bankers we know that higher in- 
terest rates are not much of a 
deterrent to borrowing where pro- 
fits from the use of the money are 
confidently expected. Our interest 
rates in this country are low by 
comparison with those prevailing 
in the rest of the world; and even 
if demand for money should tend 
to abate, the longer term outlook 
is for continued capital expan- 
sion, with accompanying needs for 
long-term credit. Despite all of 
this, supply seems headed toward 
a somewhat better balance with 
demand in the long-term capital 
market; and hence I consider that 
bonds have reached a price zone 
offering a sufficient inducement, 
for investment, if not necessarity 
the lowest level of prices that we 
will see, 


Stresses Selectivity 

There is need for selectivity in 
bonds as well as in stocks, both as 
to intrinsic security and as to ap- 
plicable economic trends. As one 
example, the rapid increase in 
municipal debt requires more 
rigid scrutiny on our part of what 
is happening or is likely to hap- 
pen to many communities. We 
should watch for signs of deteri- 
orating credit position. It partic- 
ularly pays to be careful with 
municipal bonds in the initial 
selection, since they are often dif- 
ficult to liquidate at satislactory 
prices. 

The long-term government 
market is an area offering little 
present attraction for trustees by 
comparison with what is available 
elsewhere, Both municipals and 
corporates offer more immediate 
interest and opportunity. Short- 
term governments, however, are 
attractive to fill whatever need 
we have for liquidity, and offer 
yields substantially equal to those 
available from long-term govern- 
ments. 


Suggests Tax Exempt Federal 
Issues 

The desirability and wisdom of 
the Treasury, lengthening the ma- 
turity range of government issues, 
and of increasing nonbank hold- 
ings, are widely acknowledged: 
but the obvious manner in which 
some measure of this could be ac- 
complished seems to be ignored. 
Individuals and trustees would 
have an interest in long-term 
government issues bearing low 
coupons, provided that they were 
fully or partially tax exempt. In 
years gone by, some issues of this 
type were outstanding; and with 
appropriate legislation the Treas- 
ury could sell them again, and 
greatly to its advantage. Such a 
suggestion is presently regarded 
as politically suicidal, as offering 
a refuge against taxes for the 
well-to-do. The irony of this is. 
of course, that the large quantity 
of high grade municipals of all 
descriptions and maturities now 
available provides such investors 
all the refuge against Federal in- 
come taxes that they could pos- 
sibly want. The advantage would 
be all with the Treasury in the 
much lower coupon rates that 
would be possible for new issues, 
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which would far exceed any prob- 
able loss of income tax revenuc, 
I regard this as too sensible a sug-~ 
gestion to have the slightest pros- 
pect of adoption. 

Certain Treasury issues are 
tenderable at par value in pay- 
ment of estate taxes where held 
at death by the decedent, as you 
know, and since these issues are 
available currently at about 86': 
to 88, here is an opportunity for 
a certain capital gain for one’s 
estate. These issues represent a 
desirable asset for the estates of 
many persons of advanced age, 
and constitute an exception to my 
remarks on long government 
issues. 

While I am ready, as you see, to 
commit cash reserves held for 
fixed income securities to the 
market as attractive current offer- 
ings come along, I would not be 
equally willing to spend now our 
liquid reserves for common stock 
purchases, as I said earlier. Doubt- 
less there are some good values 
available in this less popular mar- 
ket in common stocks, and some 
may advocate the use of cash re- 
serves in a dollar averaging pro- 
gram to avoid the obvious risks 
of losing opportunities by delay- 
ing too long. While dollar av- 
eraging may be a necessary ex- 
pedient in operating certain larger 
funds with rather regular cash in- 
crements, I have never been able 
to see it as a way of life for the 
trustee. I don’t think we should 


be content to settle for average 
results without putting out the 


effort to do better. 

I cannot now foresee when and 
for what reasons it will seem 
desirable to begin spending buy- 
ing reserves and actively increas- 
ing common stock ratios; the time 
may come fairly soon or it may 
not come for a year’or more, and 


little is to be gained by trying 
to guess the timetable now, as 
events will unfold quickly 


enough. It would be simply beg- 
ging the question to say that the 
time will be ripe when good in- 
vestment values are obtainable iu 
common stocks because many in- 
dividual stocks — the insurance 
stocks, for example—inay be suf- 
ficiently deflated right now. But 
there seems enough likelihood of 
even wider choice, of the preva- 
lence of a considerable quantity 
of attractive and more wide-rang- 
ing opportunities than now, as to 
warrant a waiting attitude, and 
not a great deal to lose by it at 
this stage of the economy. 


Continuous Re-Examination 

Meanwhile, we should actively 
use this testing period to discard 
from weakness, and by judicious 
sales and purchases to improve 
the quality and potential of the 
stocks we elready hold. I cannot 
overstress the importance of this 
continuous, active, and critical 
examination of our existing in- 
vestment portfolios. Here is where 
we can lay our emphasis on to- 
morrow, and at the same time 
reduce the total risk factor quali- 
tatively. 

Perhaps the worst thing we 
could do would be to buy defenu- 
sive stocks. It would be much 
wiser to buy bonds. As in war and 
sports, the best defense is a strong 
offense, which does not imply, of 
course, taking unwarranted risks. 
I look with mild favor on bank 
and utility stocks, not for any 
supposed defensive characteristics 
but because they have a slow but 
dependable growth and _ satisfac- 
tory near-term prospects. We 
should be looking for _ stocks 
which combine good immediate as 
well as good long range prospects, 
especially those where the growth 
factor is no longer discounted b) 
an excessively high price-eari- 
ings ratio. 


I will leave the specific applica- 
tion of policy as to common stocks 
to the excellent panel of invest- 
ment analysts which is to follow, 
underscoring again that we should 
use this period of hesitation and 
uncertainty in 


business, and ol 
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market transition, to upgrade our 
common stoek holdings by elimi- 
nating the laggards, the less effi- 
cient, and the less progressive, 
and those in less promising in- 
dustries. We should rebuild our 
lists from strength, by emphasiz- 
ing strong and progressive man- 
agements, effective programs for 
research and development, desir- 
able economic characteristics, 
such as broad and growing de- 
mand for products, adequate 
profit margin, and low labor ratio, 
good control of costs and prices, 
and also financial soundness. It 
is for our investment analysts to 
point the finger to particular 
stocks and to develop specific 
programs to implement this 
philosophy. 


Stocks Is Granddaddy of All 
Trusts 

Recently a friend of mine, one 
of the trustees of Boston Personal 
Property Trust, showed me a 1913 
accounting of its funds which I 
found so pertinent to my main 
theme that I have asked our in- 
vestment department to develop 
some comparative material for 
me. This trust was established as 
a Massachusetts voluntary trust in 
1893, with transferable shares, 
and is, therefore, the granddaddy 
of all investment trusts. Its five 
trustees have always represented 
the very epitome of that prudent 
‘man of whose investment conduct 
the Massachusetts Court, in the 
famous case of Harvard College 
vs. Amory in 1831 spoke so ap- 
provingly as the model in pat- 
terning trust investment. Their 
1913 investment inventory had a 


then market value of about 
$2,566,000, distributed among 
classes of securities about as 
follows: 
Bonds 
OED ook dcomnweswe 5.9% 
GP IIE a a NS a Re 2 
Hear Beeave ...—...2-...- 2 
i ees ok a as 
12.1 
Preferred 
pe a ee 10.3 
NS ET EC 6.3 
tn ia 5.6 
mem Bette. oc ok ck 2.0 
24.2 
Common 
Wess fee reg io ia. 30.3 
Real Estate and Financial 
eee ee oe 17.1 
ee eee 8.0 
hope, cl) hn se ae 8.3 
63.7 


On Oct. 31, 1957, the trust was 
invested entirely in common 
stocks, predominantly industrials. 
Real estate securities were 
nominal, and railroad securities 
had also dwindled to less than 
2% of total market value. Since 
additional stock was sold in 1929, 
it is necessary to use per share 
values to develop valid compari- 
sons. The Oct. 31, 1957, valuation 
of $50.81 per share contrasts with 
an $11.44 equivalent for 1913, a 
gain of some 345%. This compares 
with a rise in the Standard and 
Poor’s composite stock average of 
350% from 1913 to Nov. 1, 1957. 
In this same period, the con- 
sumer’s price index of the Bureau 
of Labor Statistics increased 
188%. The cash dividend dis- 
bursements per share of the trust 
appear to more than match this; 
including some capital gains, they 
were up about 300% for 1956 vs. 
1913. 

While this case history offers 
another demonstration of the long 
range investment qualities of good 
common stocks, that is not my 
reason for mentioning it. My in- 
terest is in observing what would 
have happened to the 1913 port- 
folio if the trustees had made no 
Subsequent changes. We must as- 
sume that all principal cash re- 
ceived, whether in reorganization 
or otherwise, remained = unin- 
vested. On this assumption, the 
estimated present-day value of 


the 1913 portfolio would be about 
$2,513,000, or 98% of its 1913 mar- 


ket value. Compare this 2% 
shrinkage with the 345% gain 


which actually took place! 

Of the 86 securities then held, 
only three appear in the present 
portfolio. A total of 45 were sub- 
ject to later receiverships and re- 
organization, or more than half of 
the holdings. Several ultimately 
became worthless. This is not so 
surprising when you consider that 
in addition to two major booms in 
the intervening period, we have 
suffered one minor and two major 
wars, and one short and one long 
and severe depression. 


Need Active Management 


The record of Boston Personal 
Property Trust offers clear long 
range proof of the need for active 
rather than passive management 
of investment portfolios, no mat- 
ter how well selected and sound 
they may appear originally. It 
demonstrates that a prudent 
trustee is an alert trustee, recog- 
nizing that change is the only 
permanent characteristic of our 
economy and that conservatism 
does not imply unwillingness to 
move with the times, for only in 
so doing can values be truly con- 
served. A trustee should be will- 
ing to face facts, to sell no longer 
desirable investments even where 
losses rather than profits are in- 
volved. While his conduct as 
trustee is to be judged by his in- 
dividual acts rather than the re- 
sult of their sum, he is in no sense 
a guarantor or insurer of the 
funds he manages, and can be an- 
swerable only for the exercise of 
sound and prudent judgment 
under conditions as they prevail. 
To establish a good record of 
trusteeship requires flexibility of 
judgment, adapting wise princi- 
ples to the changing investment 
scene; and it further demands a 
great deal of attention to prob- 
lems of choice as between indus- 
tries and companies. 


I value this case history as 
demonstrating that finding tomor- 
row’s portfolio is a continuous 
day-to-day task of selection and 
elimination, and not one that can 
ever be settled on a single calen- 
dar day—except perhaps once in 
a generation—and then put aside. 
It is a task never done. That is 
its challenge and also its at- 
traction. 

While what I said earlier about 
the immediate business and mar- 
ket outlook may have sounded a 
bit gloomy, on the contrary I am 
optimistic — optimistic about the 
opportunities we have for genuine 
accomplishment under the more 
fluid and self-quesiioning COnul- 
tions now prevailing. For any one 
really pessimistic, there is little 
excuse for not replacing substan- 
tially all stock holdings with 
bonds, not that bonds produce an 
equal or greater income return, 
and with greater certainty. 

The underlying fundamentals 
continue to favor long-term 
growth in the American economy; 
and until proved otherwise, the 
common stocks of successful lead- 
ing companies offer the best pros- 
pect for sharing in this. I con- 
tinue to believe as a long-term 
program in substantial common 
stock ratios for most trusts, rang- 
ing from 50% upwards. But long- 
term growth in our economy has 
never been achieved in a straight 
line trend, and the late stages of 
a long boom is a time when, 
while not losing sight of our ulti- 
mate objectives, we stand to lose 
little by an extra margin of 
caution. 

In the portfolio of tomorrow, 
therefore, while freely committing 
the fixed income fund to high 
quality long-term bonds and pre- 
ferred stocks, and actively using 
this transitional period to up- 
grade present common stock hold- 
ings by concentrating in indus- 
tries and companies with better 
prospects and sound investment 
characteristics, I would continue 
to maintain adequate buying re- 





serves. I would do so in the belief 
that from these uncertainties will 
emerge favorable opportunities to 
buy common stocks for those will- 
ing to exercise the qualities of 
patience and restraint. 


P. A. Russell Joins 
Stone & Webster Secs. 


Philip A. Russell, formerly 
Vice-President for securities in- 
vestment of the Mutual Life In- 
surance Company of New York, 
has become 
associated 
with Stone & 
Webster Se- 
curities Cor- 
poration, 90 
Broad Street, 
members of 
the Midwest 
Stock Ex- 
change. 

While with 
Mutual Life, 
Mr. Russell 
was particu- 
larly active 
in the financ- 
ing of oil and 
gas production, in which Mutual 
has taken a leading position. 

He will be a member of the 
firm’s New. Business. Department, 
according to E. K. Van Horne, 
President of the _ investment 
banking and brokerage organiza- 
tion. 

For a number of years Mr. Rus- 
cell was associated with the First 
Boston Corporation, retiring as a 
Vice-President in 1942 to join 
Mutual Lite. He is a graduate of 
MIT and served with the U. S. 
Naval Aviation Reserve. 


Beston Inv. Club to 
Hold Elect. Meeting 


BOSTON, Mass. — The Annual 
Meeting and Election of Officers 
of the Boston Investment Club 
will be held in the Estabrooks 
Room of the Harvard Club of Bos- 
ton at 5:30 p.m. on Wednesday, 
Dec. 11, 1957. 

The Club will be addressed by 
Laurence F. Whittemore, Past 
President and now Chairman of 
the Board of Brown Company. Mr. 
Whittemore has chosen as his sub- 
ject, “What Can We Expect for 
New England Business in the Fu- 
ture.” 


Spencer Trask to 
Admit Huber, Chapman 


Spencer Trask & Co., 25 Board 
Street, New York City, members 
of the New York Stock Exchange, 
on Jan. 1 will admit August Huber 
and Edward L. Chapman to part- 
nership. Mr. Huber is manager 
of the firm’s stock department; 
Mr. Chapman is manager of the 
tradins department. 


George La Sala 


George La Sala, an officer of 
General Investing Corporation, 
New York City, passed away 
Nov. 29 at the age of 55. 


Merrill Lynch Adds to Staff 


(Special to Tue FINANCIAL CHRONICLE) 

DETROIT, Mich. — Kenneth J. 
Barrett, Richard M. Brandt, Fred- 
erick R. Picard, Raymond L. Sit- 
ter, Robert E. Steinberg and Wil- 
liam H. Van de Graff have joined 
the staff of Merrill Lynch, Pierce, 
Fenner & Beane, Congress & 
Shelby Streets. 


Two With Fusz-Schmelzle 


(Special to THe FINANCIAL CHRONICLE) 

BELLEVILLE, I1l.—Mrs. Laura 
Le Tourneau and Elmer L. Mc- 
Carron have become associated 
with Fusz-Schmelzle & Co., Inc., 
22 North Illinois Street. Mr. Mc- 
Carron was formerly local man- 
ager for G. H. Walker & Co., w'th 
which Mrs. Le Tourneau was also 
associated. 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


The demand for Government obligations continues to expand 
with investment buying being reported in all sections of the 
market. To be sure, there have been periods of profit-taking in 
these securities but the issues offered for sale have been readily 
absorbed. Also, the size of these offerings have been on the 
limited side. The new money 3%% bond continues to be the 
market leader, with investors still willing to pay up for this 
issue in order to round out holdings. It is reported that savings 
institutions, commercial banks with savings deposits, and pension 
funds, both the public and private ones, have been the large 
buyers of the recently offered Government bond. 


_ The buying of the short-term Treasury obligations also con- 
tinues to grow, and indications are that certain of the larger 
commercial banks are again putting some money into Treasury 


bills. Intermediate term obligations are being b 
of the smaller commercial banks. © Doug by many 


Money Market Optimistic 


The money market is still very much in an optimistic mood 
even though the amount of help which has been given to it in 
the form of direct aid by the powers that be, has been rather 
unimportant. So far there have been some open market opera- 
tions by the Federal Reserve Banks, in the form of purchases of 
Treasury bills, but these acquisitions by the Central Banks have 


not been large enough to offset the other limiting f i 
have tended to tighten the money market. ng forces which 


_Accordingly, the member banks have been forced to increase 
their borrowings from the Federal Reserve Banks in order to 
maintain required reserves. Loans to business continue to decline, 
and this lessened demand for credit has not been an unfavorable 
factor as far as the money market is concerned. However, until 
there is something of a more tangible nature done by the monetary 
authorities, there is only a change in psychology and although 


this is a very important thing to have taken place, it will not 
have a lasting effect on the money market. 


Easier Money Trend Indicated 


__ If money and credit are still going to be kept on the tight 
side, it will not be long before this enthusiasm, which has brought 
about higher prices and lower yields for fixed income bearing 
obligations, will be Jost. It may be a bit soon to be looking for 
direct action by the monetary authorities in making the indicated 
change in monetary policy a more tangible one. However, if the 
available economic data is to be given the indicated consideration 
in working out the future course of business, it would seem as 
though a monetary program of easier money is in the making, 


— many of these indices have turned very much to the defensive 
side. 


It is well known that easier money will not in itself bring 
about a change in the course of economic conditions, but it is 


one of the forces along with others which will, with ti 
to alter the trend of business. » with time, help 


Change in Reserve Requirements Looked For 


Even though there has been very little in the way of help to 
the money market so far from open market operations, there has 
been no lack of rumors or “open mouth operations” as to what 
is to be expected in the form of aid to make money and credit 
conditions easier. It is evident that the financial district is 
looking for a change in reserve requirements in the near future, 
if the rumors that are flying around are to be taken into con- 
sideration. Talk about lower reserve requirements are as strong 
now as they have ever been in the past, when new policies, for 
money and credit, have been indicated. This would be a fast and 


effective way in which to make money and credit available to 
the money market. 


The new money operation of the Treasury was a success 
beyond any question and the allotments of the 17-year 3%%% bond 
and the 3°4% note, were so limited that investors had to pay 
higher prices in the open market in order to round out holdings 
which in many cases have not yet been completed. Also, the 
attrition in the refunding of the December 1 maturity was con- 
sidered to have been on the favorable side, with only about 
$141,000,000, or 7% of the $2 billion held by the public, being 
turned in for cash. The addition of the new cash borrowing by 


the’ Treasury put the Government right , ? 
debt ceiling ‘of $275 billion. ght up against the legal 


Discount Rate Uniform 


The Federal Reserve Banks in the cities of Cleveland, Chicago, 
San Francisco and Dallas have reduced the discount rate to 3 
making the Central Bank rate the same for all 12 banks. 
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Lavin With Cook Inv. 


(Special to THe FInanctat CHRONICLE) 


Burton, Dana Partners 


CHICAGO, I1l.—John P. Lavin 
has become associated with Cook 
Investment Co., 208 South La 
Salle Street, members of the Mid- 
west Stock Exchange. Mr. Lavin 
has recently been with Crutten- 
den, Podesta & Co. In the past he 
conducted his own investment 
business in Chicago. 


With Curtiss, House 


(Special to Tue FrnaNcriaAL CHRONICLE) 
CLEVELAND, Ohio—Richard S. 
Miller has been added to the staff 
of Curtiss, House & Co., Union 
Commerce Building, members of 
the New York and Midwest Stock 
Exchanges. 


Burton, Dana & Co., 120 Broad- 
way, New York City, members of 
the New York Stock Exchange, on 
Jan. 1 will admit Peter J. Blakney 
and Arthur Heinl to partnership. 


To Be Parrish Partner 


Parrish & Co., 40 Wall Street 
New York City, members of the 
New York Stock Exchange, or 
Jan. 1 will admit Herman H 
Schappert to partnership. 


With W. D. Gradison 


(Specia) to THe FINANCIAL CHRONICLE) 

CINCINATI, Ohio — Willis D 
Gradison, Jr. has joined the staf 
of W. D. Gradison & Co., Dixi« 
Terminal Building. 
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Continued from first page 


What Can Monetary Policy Do 


In Our Economic Climate? 


along with costs of currently pro- 
duced goods and services. In short, 
the economy was being subjected 
to strong and pervasive inflation- 
ary pressures. 

The federal Reserve System, as 
you know, is charged with spe- 
cial responsibility to use its pow- 
ers over reserves of member 
banks to help in safeguarding the 
value of the dollar and promoting 
sustainable growth in economic 
activity. In accordance with the 
responsibility, the System policy 
of credit ease, adopted earlier in 
order to foster rapid recovery 
from the 1953-’54 recession, was 
changed to a policy of credit re- 
straint as events unfolded during 
1955. Credit being used in the 
stock market was increasing rap- 
idly, and prices of stocks were 
rising. To curb this type of credit 
expansion, the Federal Reserve 
Board raised margin require- 
ments, first from 50% to 60% and 
later to 70%, the level which re- 
mains in force. Interest rates in 
all parts of the money market 
were rising, and in the short-term 
area they rose to the highest 
levels in over two decades. In re- 
sponse to these developments, the 
Federal Reserve System ad- 
vanced the discount rate four 
times during the year. 

In most other nations, too, ex- 
pansion in activity was going on 
at a rapid pace, prices were ris- 
ing, and demands for credit and 
capital were placing inflationary 


' strains on their economies. Gov- 


ernments and monetary author- 
ities were finding it increasingly 
important to strengthen’ their 
anti-inflationary monetary and 
efforts in order to keep 
from losing gold and dollar re- 


' serves and to foster better inter- 
- nal balance among strongly com- 


peting demands. 


In brief summary, this was the 
broad economic picture that con- 


' fronted us two years ago. It was 


a situation that clearly called for 
vigoreus action directed toward 
moderating expensive pressures in 


' order to limit price advances and 
’ forestall development of a specu- 


lative psychology. Those of us on 


' the firing line at the Federal Re- 


) serve could see no alternative to 
* maintaining restraint on bank re- 
) serves in view of our responsibil- 
t ities. By limiting growth in bank 

reserves, thus curbing expansion 
, in the money supply, the alarm- 
, ing rise in the rate of borrowing 
. and spending could be retarded. 


Continuing Inflationary Pressures 


} During 1956 and until recently 
; in 1957, the primary economic 
. problem in this country and 
, abroad continued to be contain- 
, ment of growing inflationary 
, forces. In this country, these 
, forces were being reflected in 
j credit markets and in markets for 
, capital assets which might be as- 
sumed to provide a hedge against 
, rising prices. The sharp further 
, advance in the value of farm real 
estate over the past year may be 
a case in point, coming as it has 
on top of an already advanced 
level and in the face of reduced 
level of farm income. 
Inflationary pressures and ex- 
| panding credit in 1955 were asso- 
,;clated with rapidly expanding 
; production, especially of con- 
; Sumer durable goods and new 
housing. Automobile production 
,and sales reached an_ all-time 
high, aided by sharply eased 
‘terms on instalment contracts and 
‘a record increase in the volume 
of consumer instalment credit. 
, Housing starts, although tending 
down during the year, amounted 
, to 1.3 million units, not far from 
, the record high in 1950. In 1956 
and 1957, inflationary pressures 
and large credit demands were 
not resulting to the same extent 


in expanding output. The slower 
growth of total production re- 
flected some shifting within the 
structure of demand with outlays 
for new plant and equipment ris- 
ing very sharply to record levels 
in 1956, which were maintained 
in 1957. Consumer purchases of 
automobiles and houses were re- 
duced considerably, but their ex- 
penditures for nondurable goods 
and services were increased in 
1956 and 1957. State and local 
expenditures also increased while 
defense outlays were generally 
above their reduced level in 1955. 


The slower rate of growth in 
total output after 1955 reflected 
a closer approach to capacity lim- 
itations in some key industries, 
such as steel through 1956, and 
generally very high levels of ac- 
tivity and employment through- 
out the economy. Borrowing 
pressures were intensified, and 


interest rates continued their 
rapid advance. Prices of com- 
modities at wholesale rose fur- 


ther but at a somewhat slower 
pace. In retail markets, where 
there tends to be some lag, prices 
in early 1956 began a rise that 
persisted at least through Sep- 
tember this year. 


In this situation the Federal 
Reserve was faced with the ne- 
cessity of exercising greater re- 
straint on monetary expansion. 
Discount rates were raised twice 
in 1956 and once more in 1957, 
These advances were an essential 
part of a program to keep the 
Federal Reserve from feeding in- 
flation. They also served as 
warnings to the public and to 
the banks that borrowing and 
spending were expanding too 
rapidly and that as a nation we 
were trying to go at a faster 
pace than we could maintain, 


Recent Changes 


Recently, economic and credit 
developments have become much 
more selective. The stock market 
has been subjected to a very 
sharp decline, and this has been 
reflected in some weakening in 
business confidence in short-term 
prospects. With the stock mar- 
ket largely on a cash basis be- 
cause of high margin require- 
ments, however, the consequences 
of the decline have been limited. 
Calling of margin accounts, wide- 
spread forced selling and result- 
ing pressures on credit markets, 
such as occurred in some other 
stock market contractions, have 
not been of serious proportions. 


Outside of the stock market, 
activity in many industries has 
continued expansive, but in many 
others adjustments have been in- 
creasingly on the downside. The 
rapid expansion of industrial ca- 
pacity, especially in the past two 
years, has eliminated earlier 
shortages. Supplies of most ma- 
terials and finished goods have 
become adequate, and, in some in- 
stances, excessive. Prices of some 
sensitive industrial materials, 
such as steel scrap, have declined 
sharply, and the broad wholesale 
price averages have dipped 


slightly. The persistent rise in 
prices of consumer goods and 
services has tapered off. Al- 


though offerings in corporate se- 
curity markets have been very 
large, demands for bank credit 
this autumn have not increased as 
seasonally anticipated. In the 
labor market, too, pressures have 
eased, and the autumn rise in em- 
ployment has been less. than 
usual. Unemployment has con- 
tinued relatively low although 
moderately above a year ago. It 
seems clear that the boom has lost 
much of its momentum, Surveys 
of business intentions indicate 
lower outlays for new plant and 
equipment in 1958. Business in- 
ventory policies have become 
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more cautious. New and unfilled 
orders have been declining. 

Signs of easing inflationary 
pressures have appeared in Can- 
ada and in many other couniries 
as well as in the United States. It 
is too early to know whether the 
powerful upward thrust of world- 
wide inflationary forces has been 
blunted only temporarily or has 
been stopped. On otner occasions 
in recent years, business senti- 
ment has become pessimistic and 
signs of lessening inflationary 
pressure have appeared. On these 
occasions moderate relaxation of 
restraints was soon followed by 
resurgence of inflationary devel- 
opments, It is hoped that this 
time the inflationary danger _is 
actually over and that after a 
brief period of testing, such as we 
are now experiencing, growth 
will be resumed on a sound basis 
and at a pace that can be sus- 
tained. 


Changing Policy Problems 


In view of easing tensions in 
credit and goods markets in re- 
cent months, this has become a 
period when an alert and search- 
ing scrutiny of economic develop- 
ments is especially important for 
those of us in positions of re- 
sponsibility for financial policy. 
We must be constantly aware of 
the numerous changes going on 
and be prepared to react to 
changes from either direction. We 
must be ready at all times to fight 
deflation and inflation with equal 
vigor. As you know, Federal Re- 
serve Bank discount rates have 
just been reduced from 312 to 3% 
in response to the easing tenden- 
cies which have developed in fi- 
nancial markets and business ac- 
tivity. 

At the same time, we must con- 
tinue to be vigilant, reappraising 
the situation continuously as it 
develops. International develop- 
ments are necessitating a reevalu- 
ation of our defense and scientific 
research efforts. To meet this new 
challenge, more resources of vari- 
ous types may need to be brought 
into action. However, relaxation 
of credit restraint to meet our 
growth needs must not be taken 
as a signal for a resurgence of a 
spending spree. In reviewing the 
1953-54 experience, Chairman 
Martin has stated—and I fully 
agree with him—that the policy 
of active credit ease adopted to 
fight the mild recession of 
1953-54 was carried out too vig- 
orously, that restraint during the 
recovery period may not have 
been reasserted as strongly or as 
promptly as now appears to have 
been desirable. As it turned out, 
there was at that time a large 
number of potential borrowers 
ready to enter the credit market 
when credit eased. The response 
to the policy of credit easing was 
so strong and insistent that we 
were soon confronted with rising 
prices and inflationary credit de- 
velopments. In the light of this 
experience, we must be doubly 
alert to any sign of resurgence of 
inflationary pressures at this time. 


In some ways, the inflationary 
problem of the past two years has 
been greater because the 1953-54 
experience lent support to the 
view that the government and the 
Federal Reserve could “manage” 
the economy and would not per- 
mit a recession to become serious. 
This overly-optimistic confidence 
in the wisdom and power of 
monetary and fiscal policy has 
become more widespread and has 
contributed to the view that it is 
“safe” to go ahead because the 
risk of loss from cyclical reac- 
tions has been greatly reduced. 
Moreover, some economists have 
gone further to proclaim the in- 
evitability of continuing “creep- 
ing” inflation. 


In such a climate of opinion, it 
would not be surprising if some 
businessmen, bankers, and con- 
sumers misjudged the situation 
and undertook investing, lending 
and _ purchasing commitments 
more freely than they would have 
otherwise. There can be no a;sur- 
ance that such overcommitments 


can be worked out without cost toon a sustainable basis. The Act 


those undertaking them or to the 
economy. There is no economic 
machinery by which markets at 
favorable prices can be assured 
for all products, whether or not 
they are wanted, or to all indus- 
tries, whether or not they are ef- 
ficient. 


We have learned much about 


the nature of economic fluctua- 
tions and have made genuine 
progress in developing means for 
dealing with them. We have not 
yet learned how to abolish the 
pusiness cycle nor is it certain 
that we should. The Federai Re- 
serve can and does contribute 
materially to the moderation of 
business cycles through its power 
to influence the supply, cost and 
availability of credit. There are 
limits, however, to the influence 
that it can have on the economy 
and to the things that it can ac- 
complish. If there is not enough 
demand for cotton and too much 
demand for steel, there is little 
that monetary policy can do about 
it directly. It can, however, help 
to preserve over-all economic sta- 
bility by maintaining an economic 
climate within which maladjust- 
ments will be minimized and 
their correction facilitated. 


Why Fight Inflation? 


One of the basic purposes in 
fighting inflation is to avoid the 
inequities created during inflation 
itself when those least able to 
protect themselves are hurt most. 
Another objective in fighting in- 
flation is to avoid the evils of de- 
flation that will inevitable follow 
an unrestrained and long-con- 
tinued inflation. These evils, too, 
bear hardest on those least able 
to protect themselves. Those of 
you close to agriculture know 
better than most the deflationary 
consequences of inflation. You 
may recall that after World War 
I the price of lowa farm land was 
double its prewar level. The price 
of that land dropped sharply dur- 
ing the 1920’s and by 1933 it was 
substantially below its prewar I 
level. You also know how diffi- 
cult the task is of bringing sup- 
ply and demand into balance. 
Costly government programs do 
not provide a simple solution. 
The situation can be greatly com- 
plicated and made far more re- 
sistant to correction if commit- 
ments during the preceding boom 
have become overly enthusiastic 
and have been supported by ex- 
cessive credit. 


We all want both our human 
and our material resources to be 
fully utilized. We want an abun- 
dance of economic opportunities, 
growing productivity and a rising 
standard of living for everyone. 
We want our freedom of choice 
to be as wide as possible in our 
purchases of consumer goods, in 
the investment of our savings, and 
in selection of our occupations. We 
also want full protection against 
eny possible foreign aggression 
These things cannot be obtained 
merely by wishing for them. It 
is necessary to work for them and 
to develop policies — public and 
private—which will contribute to 
an economic setting favorable to 
their achievement. Increased pro- 
ductivity, the only sound basis for 
a rising standard of living, in- 
volves increased capital invest- 
ment. This, in turn, requires a 
proper balance between spending 
for current consumption and sav- 
ing for capital expansion and that 
the sum of the two be kept within 
the limits of current resources. 
This is as true for the economy 
as a whole as it is for the farmer 
who must hold back part of this 
year’s crop for next year’s seed 
if he expects to stay in business 
and an even larger portion if he 
expects to trade it for an im- 
proved seed that will increase his 
future productivity. 


Economic Stability Goal 


The Employment Act of 1946, 
among other things, pledged the 
Government to use its powers to 
promote full employment oppor- 
tunities and maximum production 


was passed at a time when the 
country was obsessed with fear ef 
a return to the depressed condi- 
tions of the 1930’s. The danger of 
inflation was not so clearly recog- 
nized at that time but the goal 
of economic stability is implicit 
in the pledge to assure sustained 
production. Maximum production 
and employment cannot be sus- 
tained if undermined by specula- 
tive misdirection of resources and 
rising prices during periods of in- 
flation and by frightened curtail- 
ments of activity and sharply fall- 
ing prices during consequent de- 
flations. 


Clearly, economic stability is 
not, as has been argued in some 
quarters, an obstacle to growth 
and full employment. We are 
being told by some economists 
that creeping inflation is in- 
evitable and necessary for rapid 
growth and full employment—in 
other words, that economic sta- 
bility must lead to unemployment 
and idle resources. Aside from the 
dubious morality of an economic 
policy that surreptitiously picks 
the pockets of some for the bene- 
fit of others, this argument would 
be more appealing if there were 
assurance that creeping inflation 
would not lead to galloping infla- 
tion. No such assurance can be 
given. Rising prices, if long con- 
tinued, must certainly lead to 
expectations of further price ad- 
vances. Such expectations, espe- 
cially if they become widespread, 
encourage economic decision on 
that basis. People will naturally 
attempt to take advantage of, or 
protect themselves against, this 
“inevitable” trend. In so doing 
they will anticipate their future 
needs and compete currently 
against each other for goods and 
capital assets, thus driving up 
prices. 


The process of speculative com- 
mitments, of investing ahead, for 
protection or future price gains 
will sooner or later influence 
lenders as well as borrowers to 
anticipate such increases and to 
make loans on a more liberal basis 
than otherwise. The acceptance by 
lenders of this philosophy will 
lead both to over-expansion of 
credit and also to misdirection of 
credit toward those profiting from 
price windfalls and away from 
those needing funds to finance 
production and growth. 


When these optimistic expecta- 
tions change as they must, the 
inflated volume of credit asso- 
ciated with these expectations will 
still remain. It must then be 
liquidated in a period when busi- 
ness expectations are of a differ- 
ent nature. Gains from price ad- 
vances may become losses from 
price declines. 


Those who put their trust in 
pension systems, savings bonds, 
insurance or other debt to provide 
for their retirement or for the 
needs of their families would find 
themselves robbed by inflation of 
a substantial part of their savings. 
The effects of a continued de- 
velopment of this kind on our 
economic and social system would 
be incalculable. It will be an un- 
fortunate day for this country if 
people ever get the idea that pen- 
sion systems are a fraud against 
them and that it is foolish to save 
and dangerous to lend to others. 
It will be a sad day not only for 
those who are hurt directly but 
also for all of us. 


Postwar Experience 


Throughout the postwar period, 
the economy has performed 
reasonably well and much better 
than most of us dared hope on the 
basis of our experience after 
World War I and in the decade 
before World War II. 


Over the past decade there have 
been only two significant cyclical 
declines in general activity. Both 
of these were moderate and short- 
lived. The first decline occurred 
in 1948-49. It is often described as 
an inventory recession although it 
was broad enough to include siz- 
able reductions in output in 


several capital equipment indus- 
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tries. The second mild reversal 
occurred in 1953-54 when defense 
expenditures were being sharply 
curtailed. Inventory adjustments 
also were being made in many 
lines following an excessive ex- 
pansion in 1952 and early 1953. In 
poth of these periods industrial 
production receded about one- 
tenth. Wholesale prices dipped in 
1949 but not in 1954. Neither of 
these reversals was comparable in 
depth to the recession in 1920-21. 
Then production, employment, and 
prices all declined very sharply. 
Prices received by farmers were 
cut in half between mid-1920 and 
the spring of 1921. Industrial pro- 
duction fell about one-third, as it 
did in the sharp but not prolonged 
1937-38 recession. 

During most of the period since 
World War II, the economy has 
enjoyed high employment and ris- 
ing living standards, adjustments 
in particular lines being made all 
along. These rolling adjustments 
sometimes have been sharp in in- 
dividual lines but, in a generally 
strong situation, have not lasted 
long. Declines in some activities 
have been offset by advances else- 
where so that changes in the total 
have been small. Consumer pur- 
chases of new cars and homes 
declined substantially last year 
while consumer expenditures for 
non-durable goods and _ services 
rose and business outlays for new 
plant and equipment increased 
very sharply. Non-manufacturing 
employment continued to expand 
through August of this year while 
employment in manufacturing has 
drifted off to levels below a year 
earlier. 


Policy Implications 


The ability the economy has 
demonstrated to adjust flexibly to 
changes is heartening. The demon- 
stration provides evidence of the 
underlying strength and resilience 
of our free enterprise economy 
operating under the guidance of 
general credit and fiscal policies. 
These policies have themselves 
been more readily adapted to 
changing conditions than might 
have been expected from exam- 
ination of the historical record. 
The Federal tax reductions effec- 
tive in 1948 and also in 1954 in 
retrospect appear to have been 
fairly well-timed in terms of their 
usefulness for government eco- 
nomic policy. The prompt relaxa- 
tion of credit restraints and the 
development of a policy of active 
ease in 1953 and 1954 constitute 
another case in point. This latter 
experience suggests that flexible 
credit policy can have some con- 
tra-cyclical effects during periods 
of contraction as well as in periods 
of expansion, 

It would obviously be unwise 
to count on rolling adjustments to 
provide perpetual prosperity. It 
would be equally unwise to as- 
sume that individual adjustments 
must become cumulative. The 
structure and functioning of the 
economy have improved. Our in- 
struments to deal with business 
cycles are better than before even 
though they are still far from 
perfect. 

As is evident, we have not been 
completely successful in our ef- 
forts to contain inflationary pres- 
sures. But perhaps we should not 
be too severe on this lack of per- 
fection. I doubt that perfect price 
stability can ever be achieved in 
a free enterprise system—or any 
other system for that matter. 
Furthermore, I am not at all sure 
that it would be wholly desirable. 
Some upward drift in prices dur- 
ing periods when demands are 
pressing against our resources and 
some decline following these un- 
usual periods of hyperactivity are 
not only unavoidable but perform 
a useful function in helping to 
bring about adjustment of spend- 
ing and saving decisions in the 
economy. 

One further fact in connection 
With monetary measures in our 
changing economic climate needs 
to be emphasized. Credit and 
monetary policy is not the only 
instrument available for combat- 
ing inflation or for ameliorating 


deflationary trends. In order for 
such policy to be most effective, it 
is always desirable, and in certain 
situations imperative, that an ap- 
propriate fiscal policy be pursued. 
In an inflationary situation, a sub- 
stantial Treasury surplus ean be 
a powerful weapon. Conversely, 
during contractive periods, tax 
reductions or expansion in gov- 
ernment activities serve in some 
degree to counteract declines in 
private demands. 

In conclusion, I should like to 
add this basic thought which al- 
ways should be kept in mind. In 
a free enterprise economy the 
achievement of economic stability 
requires more than appropriate 
government action. It requires 
that private individuals, be they 
consumers, workers, or employers, 
act with restraint in periods of 
inflationary trends and with calm- 
ness and faith in the future during 
periods of deflationary tendencies. 
Thus, while appropriate credit and 
monetary policies are indispen- 


sable to the maintenance of sta- 
bility, we should not place sole 
reliance on them. Maintaining 
stability and orderly growth in a 
free private enterprise economy 
requires a balanced combination 
of fiscal and monetary policy, to- 


gether with intelligent self- 
discipline on the part of all 
citizens. 


_This self-discipline is of special 
significance at the present time. 
A patient with the flu is confined 
to his bed. When the fever sub- 
sides he may be released from bed 
but he is cautioned against too 
quick a resumption of activity lest 
he suffer a relapse that may be 
worse than the first attack. So it 
is with our economy, which has 
been suffering from a fever of in- 
flation. Now, with the subsidence 
of the fever and easing of the 
pressure of restraint, we must dis- 
cipline ourselves against the over- 
exuberance which brought on the 
inflationary fever initially and the 
resumption of which might pre- 
cipitate a dangerous relapse. 
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Securities Salesman’s Corner} 





A Check Every Month 


There are many retired people, as well as those who would 
like to have additional income to supplement their earnings that 
would welcome a check from their investments regularly every 
month. In casting around for a suitable list of high grade common 
stocks that would produce a generous dividend income every month 
in the year, I have discovered that at recent market levels you can 
set up a very representative group of stocks that would meet 
these requirements, The following list may be of some interest 
to investment salesmen who would like to present this idea to 
their clients and prospects. 


Recent Dividend Ind. Current Dividends 
Price Paid Since Rate per Share Payable 

Sears Roebuck ____-_-_ 25 1935 $1.00 JAJO* 
New Engl. Elec. System 16 1947 1.00 1 
int. Harvester ........ 30 1910 2.00 s 
Radio Corp. of America 33 1940 1.50 
American Can --_.-.--- 39 1923 2.00 FMAN* 
Boston Edison —___~--- 46 1890 2.80 3 
Columbia Gas System_ 16 1943 1.00 
Pacific Lighting ~~~ ~~ 38 1909 2.00 
American Tobacco —__- 74 1905 5.00 MJSD* 
General Motors __---~- 36 1915 2.00 - 
F. W. Woolworth_-__-_.- , 37 1912 2.50 
Standard Oil N. J._---- 50 1882 2.00 


JAJO—January, April, July, October. FMAN—February, May, August, November. 
MIJSD—March, June, September, December. 

Based upon their past records all the foregoing are dependable 
and well tested, income producing, stocks. Conservative investors 
who would like a steady monthly income should find that this 
portfolio can be arranged to produce about $40 per month on every 
$10,000 unit of investment at today’s market price for the portfolio, 
Several of these stocks also have had past records of stock dis- 
tributions, extras and rights, during good years. There are ten 
industries represented: 

Electric Utility 
Natural Gas 
Food Containers Electronics 
Chain Variety Stores Farm Equipment 
Automobiles Oil 

Several issues also provide attractive growth prospects. 


Mail Order and Dept. Stores 
Tobacco 


Sell Income 

If you will try to visualize in your own mind just what 
retired people desire when they invest in securities you will find 
ihat it is not expressed in percentages, statistics, or legal phrase- 
ology from a Securities and Exchange Commission prospectus. 
These people look for the mailman. They expect to have letters 
regulariy mailed to them from corporations in whom they have 
considerable confidence and faith in their ability to pay them 
regular checks. 

They are not interested in looking to the future—their future 
is now! 

A Suggested Letter 
Dear Mr. Retired Investor, 

Would you like to have a carefully selected investment list of 
high-grade common stocks that will pay you an income every 
month in the year? 

The program consists of 12 outstanding common stocks, rep- 
resentative of ten leading industries. The income return is gen- 
erous and the portfolio can be tailored to the requirements of 
any investor. All issues are listed on the New York Stock 
Exchange. 

May we mail this suggested monthly income program to you? 
Please use the enclosed card. 

Yours very truly, 
BLANK & CO. 
Investment Securities 
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Minneapolis & St. Louis Railway 


Minneapolis & St. Louis Rail- 
way has shown well sustained 
earnings this year, both in com- 
parison to the other roads in its 
district but also the nation’s car- 
riers as a whole. 

For the first 10 months ended 
Oct. 31, the road reported a net 
income of $1,632,514 on gross 
revenues of $18,461,569. This com- 
pares with a net income of $1,- 
652,746 on gross revenues of 
$17,323,158 in the like period of 
1956. 

These earnings were equal, after 
taxes and charges, to $2.29 a share 
on 713,900 shares outstanding and 
compares with $2.25 a share on 
733,700 shares outstanding at the 
end of the 1956 period. The road 
has been following a policy of 
purchasing its own shares in the 
open market. On Nov. 18 the road 
reported that stock held in the 
treasury totaled 86,100 shares as 
compared with 77,700 previously 
reported. This policy is expected 
to be continued. 

M. S. L. has maintained good 
control over expenses and_ is 
entirely dieselized which makes 
for operating efficiency. Despite 
higher wages this year than last, 
the transportation ratio was 33.5% 
as compared with a ratio of 34.0% 
at the end of the 1956 period and 
this was a remarkable showing in 
comparison to other roads. The 
maintenance ratio was 29.5% 
against 29.7% a year ago, while 
the operating ratio, reflecting all 
operating costs, was 75.2% against 
76.6% in the like 1956 period. 

While the road is still in the 


agricultural class, it has been able 
to diversify its traffic consider- 
ably in recent years. At one time 
its principal commodities were 
grain and dairy products. Agricul- 
tural products still play a large 
part in providing gross revenues, 
but in recent years manufactured 
products, bituminous coal and iron 
and steel have been of growing 
importance. The railroad has been 
aggressive in attracting new in- 
dustries to its territory. This has 
tended to increase “on _ line” 
traffic which has been a major 


factor in reducing its dependence 
on agriculture. 

During the past few years, not 
only was the road completely 
dieselized but equipment and 
roadway were rehabilitated. 
Through the purchase of new 
freight cars, the average age of its 
freight cars has been brought 
down to 11 years. This in turn 
has helped to cut down main- 
tenance of equipment expendi- 
tures. The management has been 
reducing branch lines which gen- 
erally are expensive to operate 
particular from a _ transportation 
point of view and also switching 
with the attendant labor costs. 

This rail sought to acquire con- 
trol of the Toledo, Peoria and 
Western Railroad, but the Inter- 
state Commerce Commission held 
that the latter should be sold ta 
the Pennsylvania Railroad and the 
Atchison, Topeka & Santa Fe. This 
I. C. C. ruling has been taken to 
the courts. The T. P. & W. would 
be a valuable “feeder” line for 
the M. S. L. 

Currently it is paying divi- 
dends of 35 cents quarterly, hav- 
ing paid $1.40 in both 1957 and 
1956. In the past the road alsa 
has paid stock dividends. In 1954, 
a stock dividend distribution of 
200,000 shares was authorized, 
bring the total outstanding up to 
800,000 shares from 600,000 shares, 
As. indicated previously, this 
amount has been reduced through 
open market purchases. 

For: the week ended Nov. 16 
carloadings showed a gain of 0.7% 
over a year ago. Loadings of the 
country as a whole showed a drop 
of 15.1% under a year ago. While 
loadings in the final weeks of this 
year likely will run under those 
of a year ago, it is believed that 
for the full year the Minneapolis 
& St. Louis will be able to equal 
the $2.49 a share reported in 1956. 


With Merrill Lynch 

(Special to Toe FrInancraL CitRONICLE) 
BOSTON, Mass. — Ernest G. 
Israel has been added to the staff 
of Merrill Lynch, Pierce, Fenner 
& Beane, 18 Milk Street. He was 
formerly with Draper, Sears & Cq 


But Don’ t Forget 
The Armed Services! 


“The President’s committee has therefore, set 
itself two basic goals: first, to encourage the most 
effective utilization of the present corps of scien- 


tists and engineers. 


“The utilization program is mainly concerned 


with ensuring that our 


scientists and engineers 


work under conditions that make maximum use of 
their specialized knowledge and skills. This in- 
volves creating conditions which will nourish their 
professional development and increase their produc- 
tivity and creativity, providing them with suffi- 
cient technical and clerical assistance to release 
them from routine duties as well as with adequate 
equipment and facilities. All of these measures 
must, of course, be taken by employers. The Presi- 
dent’s committee is, therefore, organizing a series 
of utilization conferences or clinics throughout the 
country to stimulate an awareness of the problem 
on the part both of the employers and of the scien- 
tists and engineers themselves and to facilitate the 
exchange of ideas.’ — The President’s Committee 
on Scientists and Engineers. 


All this is doubtless very well, but the program 
ought not to overlook the Armed Services where the 


most grievous neglect of 
is found. 


these and related factors 


ee 
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Detroit Edison Company 


Detroit Edison serves not merely 
the city of Detroit, but an area of 
7,600 square miles in southeastern 
Michigan containing over half the 
people of the state. The area has 
been growing faster than Michi- 
gan as a whole, and the rate of 
growth is well above the national 
average. The Census Bureau has 
predicted that Michigan will in- 
crease its population 43% by 1970 
compared with 1955, vs. 27% for 
the United States. The people in 
the area represent a very stable 
population and Detroit has the 
second highest ratio of city owner- 
occupied dwellings. 

While Detroit is generally re- 
garded as the headquarters of the 
automotive industry, the increase 
in Detroit Edison’s industrial rev- 
enues in recent years was sub- 
stantially greater than the per- 
centage increase in car output. 
Leading auto makers have been 


~decentralizing by moving to the 


suburbs, and some of these new 
plants such as the engineering 
centers will help to stabilize the 
Company’s electric load. 


Reasons for the industrial gains 
in this area are its good water 
supply, strategic location, low 
shipping costs, and industrially- 
trained manpower. Every com- 
munity in the state is within 85 
miles of one of the Great Lakes 
and there are also 11,000 inland 
lakes kept supplied by an average 
annual rainfall of about 30 inches. 
Water transportation affords low 
shipping costs for raw materials 
and manufactured goods. The area 
is connected directly by navigable 
waterways with seven other States 
and Canada, and with the South 
by the Mississippi River tributary 
system. The Detroit River is the 
busiest waterway in the world and 
the tonnage passing through the 
Sault Sainte Marie Locks is sev- 
eral times as great as that going 
through the Panama Canal. Open- 
ing of the St. Lawrence Seaway 
will be highly important to the 
area and should attract new in- 
dustry. 


Some 38% of Detroit Edison’s 
revenue dollar is obtained from 
residential customers—a high per- 
centage for a metropolitan com- 


» pany. The company is noted for its 


generous residential service, in- 
cluding a supply of lamps for new 
residences (with no service de- 
posit) and free replacement of 
burned-out lamps. The company 
also takes care of minor electrical 
troubles without charge. 

The company has enjoyed bet- 
ter growth than have most met- 
ropolitan utilities. Revenues have 
increased 8% on the average in 
each of the past five years, and 
10% during the past ten; an 
annual gain of 7% in the next 
five years is forecast. Generating 
capacity has increased from 1.4 
million kw. in 1947 to 3.1 million 
kw. at the end of this year and is 
expected to reach 4.2 million kw. 
in 1960. By 1960, if this program 
is carried out, the company will 
have tripled in size in twelve 
years. 
states that “if an industrial con- 
traction results from the present 
trend, we plan to adjust our con- 
struction program with the ex- 
pectation of eliminating as much 
as possible the inherent past lag 
in adjusting utility construction to 
industrial needs.” 

Regarding rates and regulation, 
the company realizes that it is not 
earning the full return which is 
permitted under Michigan stat- 
utes, which allow a fair value rate 
base. Last year it earned about 
9.6% on an original cost mid-year 
rate base. However, while it has 


kept the Michigan Commission 
advised about its earnings rate, 


apparently no application for a 
rate increase is contemplated now. 


The company has been able to 
increase net earnings by reducing 
operating expenses, which re- 
cently were about 55% of rev- 
enues compared with 63% in 1952, 
but with the cost of fuel, materials 
and labor rising steadily this is 
becoming more difficult. The 
company’s major economy has 
been in fuel consumption, and the 
efficiency of its steam plants is 
nearly 10% greater than the in- 
dustry average. The company’s 
River Rouge No. 1 Unit with ca- 
pacity of 289,000 kw. is one of the 
two largest and most efficient 
generators in the world. A similar 
unit will go into service before 
the end of this year and still 
larger and more efficient units 
will be installed in each of the 
three coming years. The company 
also hopes to obtain further econ- 
omies (with reduced line losses) 
by installing new transmission 
lines of 345,000 volts or more. 


Modern methods have been 
adopted in other departments. The 
company was the first to bill cus- 
tomers with the new IBM-705 
electronic computer. It has de- 
veloped promotion and transfer 
programs for employees, work 
simplification training, etc. De- 
partment heads this year submit- 
ted 591 “objectives”, of which over 
half were designed to reduce costs. 
The number of employees has 
been reduced by 700 in the past 
five years (at a saving of about 
$4.5 million a year) despite a 45% 
increase in sales. 

Substantial advantage has been 
obtained by the interconnection 
(installed about four years ago) 
with the Ontario Hydro-Electric 
Power Commission. The company 


Continued from page 4 
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takes power from Ontario at off- 
peak and high-water periods, 
while Ontario obtains power from 
Detroit at some other times, to the 
advantage of both companies. The 
investment, which cost VDetroit 
Edison only $1.1 million, saves 
about a million tons of coal a year. 
Detroit Edison has also been able 
to help the Ontario Commission 
supply the temporary needs of 
Niagara Mohawk Power. 

Capitalization, following the 
private sale of $70 million mort- 
gage 473% bonds last July, is 50% 
long-term debt, 7% convertible 
debentures, and 43% common 
stock (there is no preferred stock). 
Detroit Edison is one of the few 
large utilities to adopt a continu- 
ing policy of issuing convertible 
debentures, and this has proved 
very advantageous both to the 
company annd its bondholders. 
For example the convertible de- 
benture 3s sold as high as 198 this 
year, the debenture 3%s as high 
as 160, and the 3%4 sold up to 
128% although not convertible 
until next October. The company 
has obtained less than the going 
interest rate on these issues, and 
conversion is usually delayed and 
gradual so that dilution of com- 
mon stock earnings is spread over 
a period of time. The mortgage 
debt ratio is also held at a lower 
level. 

Investors have recognized the 
sound operating and _ financial 
management which the company 
enjoys under President Cisler and 
the stock has done very well com- 
pared with other “metropolitan” 
utility stocks. The dividend rate 
has been gradually raised from 
$1.20 in 1950 to the present $2 rate; 
at the recent price around 37!2 
the stock yields over 5.3%. About 
30% of dividends are tax-free, 
although the ratio is subject to 
fluctuation. The stock is selling at 
about 14.5 times the earnings of 
$2.60 for the 12 months ended 
Sept. 30. Earnings showed a gain 
of 14% over the previous period, 
but most of the increase was due 
to a change in accounting for the 
interest on construction credit. 


The State of Trade and Industry 


50% of this industry’s passenger 


nearly a year. 
‘“Ward’s” noted that, both 


companies 


car output for the first time in 


are backing up the 


However, President Cisler 


encouraging pace with strong sales, with General Motors Corp. 
during the Nov. 11-20 period jumping to a 50% share of new car 
buying. American Motors Corp. during Nov. 1-20 posted a robust 
20.7% sales gain over the like 1956 period, the strongest increase 
of any United States producer. 

The statistical service named these as the bright spots in the 
midst of a production-softening period for the auto industry. 

The industry’s decline to 139,281 car and truck completions 
the past week from 175,450 last week reflected more than the 
general shutdown for Thanksgiving Day on Thursday, ‘*Ward’s” 
pointed out. 

Chrysler Corp.’s De Soto plant in Detroit was down all last 
week to adjust its production schedules with dealer inventories, 
and industry-wide programming for December and January is 
being softened in line with sales trends. The two-week Plym- 
outh engine plant strike threatened to halt all Plymouth assembly 
by Monday of this week. 

“Ward's” added, however, that overtime assemblies remain 
in strong use at General Motors Corp. and Ford Division factories 
and car making was resumed last Friday following the holiday at 
all plants with the exception of several Chrysler Corp. facilities. 

November production in United States plants edged out the 
same 1956 month in passenger cars 586,000 to 580,803, but dipped 
slightly in trucks, 91,000 from 92,596. Some 622,000 car comple- 
tions had been scheduled for November, this trade weekly re- 
ported. 


Steel Production Set This Week at 72.0% of Ingot 
Capacity—Lowest Level in Three-Year Period 

Leading steelmakers are mildly encouraged by market pros- 
pects for 1958, but they are resigned to sluggish buying during 
the remaining weeks of this year, “Steel” Magazine disclosed on 
Monday last. 

Steelmakers expect ingot output to slip no more than 5% 
below this year’s estimated 114,000,000 tons, according to the 
weekly magazine of metalworking. They think finished steel use 
will hold close to the 1957 volume at around 85,000,000 tons. They 
also expect the current economic adjustment to continue. 

Sellers are encouraged by a slight improvement in consumer 
interest in the first quarter of 1958 requirements. It is particularly 
noticeable in sheets and strip. Many users who have been ordering 
sparingly the last several months now appear to be 
cerned about their early first quarter needs. 





more con- 


Growing production oi automobiles continues to spark hope 
of an early pickup in orders for steel. So far, the improvement 
in autos has not meant much, but latest reports show auto output 
is running about 30% better than it did a year ago. Figures for 
the latest week place production at above 154,000 cars for the 
first time since late in December last year. 

Assemblies of 1958 models, however, have been hurt by work 
stoppages at General Motors Corp.’s Detroit Transmission Division 
and Chrysler Corp.’s engine plants. 

The publication said to look for a long series of small but 
production-cutting strikes in the auto industry until next June | 
when a big walkout is likely,. probably against General Motors 
Corp. Auto workers are. showing some signs of moderation in 
demands for new contracts to be negotiated then, but they’ll still 
seek a 40-cent package, plus the short week. 


Current steel business continues on a plateau. Buying for 
December delivery is hand to mouth, and the pace of specifying 
is likely to slow down as the holidays approach. This month’s 
volume will likely fall appreciably under that of November, a 
month which wasn’t up to.seasonal expectations. 

The publication said that the metalworking segment of the 
economy is most likely to take the brunt of a decline next year, 


The metalworking industry’s sales this year will be about 
$140,000,000,000, up from $133,500,000,000 last year. But with capi- 
tal goods expenditures on the downtrend, industrial building off 
and a general softness in ‘consumer durable goods, am increase in 
sales in 1958 is thought to be unlikely. 

“Steel” said there is an apparent lack of desire for hard 
goods on the part of the consumer, even though the book value 
of backlogs today is relatively high. Cancellations are becoming 
more common. So far this year they have amounted to over 10% 
of new orders in the machine tool ‘industry. 

Steelmaking operations dropped last week, falling 3 percent- 
age points to 73.5% of ingot capacity with output for the week 
estimated at about 1,880,000 net tons. 

The decline in scrap prices was resumed last week, follow- 
ing a week of relative stability. ‘Steel’ composite on No. 1 
heavy melting steel slipped another 17 cents and, at $33 a gross 
ton, it is at a new low since, December, 1954. 

The American Iron and Steel Institute announced that the 
operating rate of steel. companies, having 96.1% of the steel- 
making capacity for the. entire industry, will be an average of 
72.0% of capacity for the week beginning Dec. 2, 1957 equivalent 
to 1,843,000 tons of ingot and steel for castings, as compared with 
an actual rate of 72.1% of capacity, and 1,846,000 tons a week ago. 

As a consequence of this expected drop in the steel output 
rate, steel operations may again register a three-year low for the 
second week. 

The industry’s ingot. preduction rate for the weeks in 1957 is 
based on annual capacity. of 133,495,150 tons as of Jan. 1, 1957. 

For the like week a month ago the rate was 78.0°, and pro- 
duction 1,996,000 tons. A year ago the actual weekly production 
was placed at 2,493,000 tons or 101.3%. 

The operating rate is not comparable because capacity is 
higher than capacity in 1956. The percentage figures for 1956 are 
based on an annual capacity of 128,363,090 tons as of Jan. 1, 1956. 


Electric Output Slips in Thanksgiving Holiday Week 

The amount of electric energy distributed by the electric 
light and power industry for the week ended Saturday, Nov. 30, 
1957, was estimated at 11,613,000,000 kwh., according to the Edison 
Electric Institute. Output'the past week declined due in part 
to the Thanksgiving Holiday. 

The past week’s output fell 523,000,000 kwh. below that of 
the previous week and by 462,000,000 kwh. or 3.8% below that 
of the comparable 1956. week but advanced by 254,000,000 kwh. 
above that of the week endéd Dec.:3, 1955. 


Car Loadings Fell. 2.2% in Latest Week and 
2.7% Below 1956 Period 

Loadings of revenue freight for the week ended Nev. 23, 1957, 
were 14,535 cars or 2.2% below the preceding week, the Associa- 
tion of American Railroads reports. 

Loadings for the week. ended Nov. 23, 1957, totaled 632.763 
cars, a decrease of 17,857 cars, or 2.7% below the corresponding 
1956 week and a decrease of 39,187 cars, or 5.8% below the cor- 
responding week in 1955. The 1956 and 1955 weeks both included 
the Thanksgiving Day Holiday while 1957 did not. 


Automotive Output Dipped Sharply the Past Week With 
The Decline Registering More Than the General 
Thanksgiving Shutdown 

Passenger car production for the latest week ended Nov. 29, 
1957, according to “Ward’s Automotive Reports,” declined sharply 
under that of the previous period, with the lower output reflect- 
ing more than the general shutdown for Thanksgiving Day. 

Last week’s car output totaled 122.404 units and compared 

151,846 (revised) in the previous week. The past week's 
production total of cars and trucks amounted to 139,281 units, or 
a decrease of 36,169 units below that of the preceding 
output, states “Ward's.” 

Last week’s car output declined under that of the previous 
week by 29,442 cars, while truck output dropped by 6,727 vehicles 
during the week. In the corresponding week last year 159,976 cars 
and 25,062 trucks were assembled. 

; Last week the agency reported there were 16.877 trucks made 
in the United States. This compared with 23.604 in the 
week and 25,062 a year ago. 

Canadian output last week was placed at 7,900 cars and 1,28] 
trucks. In the previous week Dominion plants built 7,671 cars 
and 1,244 trucks and for the comparable 1956 week 9,405 cars and 


2,128 


> trucks. 


with 


week's 


previous 


Lumber Shipments Declined 2.4% Below Output in 
Week Ended November 23rd 
Lumber shipments of 495 reporting mills in the week ended 
Nov. 23, 1957, were 2.4% below production, according to the N: 
tional Lumber rrade Barometer. In the same period, new orde:s 
were 13.1% below production. 
of stocks. Production 


Unfilled orders amounted to 26 
was 2.5% above; shipments 6.2 


nove ai 
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new orders were 2.9% below the previous week and 1.1% above 
production for the like week of 1956. 


Business Failures Touch Lowest Level in 12-Week Period 


Commercial and industrial failures declined to 235 in the 
holiday week ended Nov. 28 from 308 in the preceding week, 
Dun & Bradstreet, Inc., reported. At the lowest level in 12 weeks, 
casualties were down moderately from the 254 last year, but re- 
mained above the 209 in 1955. Kleven per cent fewer businesses 
failed than in the comparable week of prewar 1939 when 264 
occurrea. 

Casualties with liabilities of $5,000 or more fell to 203 from 
274 in the preceding week and were slightly below the 219 of this 
size a veer ago. Small failures involving liabilities under $5,000, 
dipped to 32 from 34 a week ago and 35 in 1956. Liabilities in 
excess of $100,060 were incurred by 19 of the failing concerns 
as against 32 in the previous week. 

In all industry and trade groups failures tell off during the 
week. Manufacturing casualties declined to 47 from 58, whole- 
saling to 21 from 30, retailing to 114 from 149, construction to 
40 from 48 and commercial service to 13 from 22. While more 
manufacturers and construction contractors succumbed than last 
year, declines from the 1956 level prevailed among retailers, 
wholesalers and service enterprises. | : 

Geographically, holiday decreases were reported in seven 
of the nine major geographic regions. Failures in the Middle 
Atlantic States dropped to 67 from 87, in the East North Central 
States to 38 from 47 and the Pacific States to 67 from 82. The 
week’s only increase occurred in the East South Central States, 
up to 10 from 6, while the Mountain States held at 2. Trends from 
last year were mixed, while mild dips from 1956 prevailed in 
five regions. but the East North Central, South Atlantic, East 
South Central and West South Central States had heavier casual- 
ties than a vear ago. 


Wholesale Food Price Index Rose. Sharply, Marking 
Highest Level Since August 15. Last 

Following a slight dip the week before which interrupted a 
four-week rise. the wholesale food price index, compiled by Dun & 
Bradstreet. Inc., went sharply higher last week to stand at $6.36 
on Nov. 26. This marked the highest level since Aug. 13 when 
it also stood at $6.36. The 1937 high was $6.39 on Aug. 6. The 
current figure reflects a gain of- 1.3% ‘over $6.28 a week ago, 
and of 3.2% above the $6.16 at this time a year ago. 

Moving higher in wholesale cost last week were flour, wheat, 
rye, hams. bellies, lard, butter, sugar, cottonseed oil, beans, eggs, 
raisins, steers and hogs. Only corn, oats and cocoa were down 
in price for the week. 

The index represents the sum total, of, the price per pourd 
of 31 raw foodstuffs and meats in general use and its chief func- 
tion is to show the general trend of food prices at the wholesale 
level. 


Wholesale Commodity Price Index Slips Somewhat 
The Past Week 

Following declines in prices on some grains, livestock, steel 
scrap ana rubber, the general commodity price level dipped 
slightly during the week. On Nov. 25, the Dun & Bradstreet 
daily wholesale commodity price index registered 276.64, com- 
pared with 277.33 a week earlier and 300.44 in the similar 1956 
week. ‘ 

Reports of good growing weather in the Southwest discour- 
aged trading in wheat and prices shipped somewhat as a con- 
sequence. In contrast, unfavorable: growing conditions in the 
Midwest resulted in a moderate ‘increase ‘in soybean prices. Pur- 
chases of corn and oats sagged with prices falling below those 
of the preceding week. A moderate improvement in trading in rye 
boosted prices slightly. : 

Increased exports to Vietnam and improved orders from 
domestic buyers helped wholesale flour prices climb moderately 
during the week. Flour receipts at New York railroad terminals 
on Friday totaled 42,575 sacks, with 20,160 for export and 22,415 
for domestic use. 

Rice prices continued at week earlier levels. Increased buy- 
ing reduced wholesale stocks, and inventories dropped below 
those of a vear ago. Many wholesalers find their stocks not suf- 
ficient for trading requirements. There was another rise in orders 
from Cuba. 

Prices on both raw and refined’ sugar were unchanged last 
week, as buying remained sluggish. Although transactions picked 
up at the end of the week. coffee prices showed little change. 
Disappointing reports on import volume from Ghana and labor 
difficulties in Nigeria resulted in a noticeable increase in cocoa 
futures trading at the beginning of the week, but purchases 
slackened at the end of the periad. Cocoa prices were close to 
those of a week earlier. Warehouse stocks dipped to 160,789 bags 
in New York compared with 310,167 a year ago. Cocoa arrivals 
into the United States for the season to date were 2,926,494 bags 
as against 3.616,065 during the comparable period last year. 

A moderate increase occurred in prices on cottonseed oil, 
reflecting the unfavorable weather conditions continuing in the 
Cotton Belt. Influenced by the movement in cottonseed oil, soy- 
bean oil futures advanced appreciably. Higher trading boosted 
lard futures prices somewhat. 

; The buying of cattle at wholesale lagged, resulting in a dip 
In prices. Cattle receipts in Chicago -slightly exceeded those of 
the prior week and were noticeably higher than a year ago. Both 
trading and prices on lambs was steady with lamb receipts up 
Slightly. A moderate rise in hog prices resulted from increased 
buying and a fractional dip in receipts. 

Reflecting continued unfavorable weather conditions in grow- 
Ing areas, cotton futures prices rose moderately. Cotton ginnings 
for the current crop through Nov. 14 amounted to about 6,758,000 
bales, or about 58% of the prospective crop. This compared with 
84% in the same period a year ago. Daily cotton consumption in 
October was about 32,800 bales compared with 33,000 in Septem- 
ber and 36,300 in October a vear ago. Cotton exports in the 


period ended on Tuesday of last week climbed to 145,000 bales 
compared with 82,000 in the prior week and 105,000 in the similar 
vear, according to the New York Cotton Exchange 
Exports through Nov. 18 amounted to about 


period last 


Service reau. 


H. Putinas has joined the staff 
of Charles E. Thenebe & Associ- Tucker, Anthony & R. L. Day, 74 
ates, 36 Pearl Street. 
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1,512,000 bales compared with 1,875,000 in the similar 1956 period. 

Although wholesale buying was sluggish, prices of cotton 
gray goods rose somewhat. The rise was attributed to the un- 
favorable cotton crop predictions. There was a moderate price 
rise in carded cotton yarns. 


Trade Volume Holds Slightly Under Level of 1956 Week 


Although consumer buying improved noticeably last week, 
it was slightly below that of a year ago. Year-to-year declines 
in purchases of men’s and women’s apparel, appliances and linens 
offset increases in furniture, food products and gifts. During the 
comparable week last year post-Thanksgiving Christmas shopping 
was underway. Sales of new passenger cars were close to those 
ot both the preceding week and the similar period last year. 


The total dollar volume of retail trade in the period ended 
on Wednesday of the past week was from 3% below to 1% higher 
than a year ago, according to spot estimates collected by Dun & 
Bradstreet, Inc. Regional estimates varied from the comparable 
1956 levels by the following percentages: Middle Atlantic States 
+2 to +6%; Pacific Coast 0 to +4%; East South Central and 
Mountain —1 to +3%; West North Central —3 to +1; West 
South Central —4 to 0; East North Central and New England 
—5 to —1% and the South Atlantic States —6 to —2%. 


Women shoppers noticeably boosted their purchases of wear- 
ing apparel during the week, but volume slipped below that of 
a year ago. Best-sellers in fashion accessories were handbags, 
gloves and jewelry. While volume in men’s furnishings expanded, 
interest in topcoats and suits fell below that of a week earlier. 
The call for children’s clothing was unchanged. 

Furniture stores reported appreciable increases in sales of 
dining room sets, bedding and juvenile furniture. The buying of 
gifts and glassware rose considerably and was moderately above 
last year. Interest in refrigerators, dishwashers and television 
sets was sluggish, showing slight year-to-year dips. While vol- 
ume in floor coverings was sustained at a high level, the call 
for dfaperies and linens sagged. 

In preparation for the Thanksgiving holiday, housewives in- 
creased their buying of canned goods, frozen foods and some dairy 
products. While sales of poultry advanced, purchases of fresh 
meat were close to those of a week earlier. 

Activity in many textile markets improved last week. Whole- 
salers of cotton gray goods reported moderate increases in trading 
in print cloths and broadcloths causing prices to rise somewhat. 
There was a slight rise in transactions in woolens and worsteds. 
Bookings in carpet wool in Philadelphia expanded substantially. 
Incoming orders at Mid-Atlantic dyeing and finishing plants 
lagged again. 

Another moderate rise in re-orders for women’s fashion ac- 
cessories, hosiery and jewelry occurred the past week. Purchases 
of better dresses and sportswear advanced, as retailers prepared 
for early 1958 sales promotions. Wholesale volume in men’s and 
boys’ clothing was sluggish, while sales of men’s shoes expanded 
substantially. Interest in both men’s and women’s Spring apparel 
declined again during the week. 

Buyers moderately increased their buying of draperies, linens 
and tloor coverings, and volume was close to that of a year ago. 
Purchases of furniture, bedding and outdoor Summer furniture 
dwindled. The call for major appliances and television sets re- 
mained close to that of a week earlier, but the buying of lamps 
and lighting equipment rose appreciably. There were further 
gains in sales of toys and dolls. 

Wholesale food buying climbed substantially during the week 
with interest centering primarily on fresh meat, poultry and dairy 
products. A moderate iise in orders for frozen foods helped reduce 
high wholesale stocks. Volume in canned goods and baked goods 
was close to that of a week earlier. 

Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended Nov. 23, 
1957 increased 4° from the like period last year. In the preceding 
week, Nov. 16, 1957 a decrease of 6% (revised) was reported. For 
the four weeks ended Nov. 23, 1957 a decline of 1% was re- 
ported. For the period Jan. 1, 1957 to Nov. 23, 1957 an ir-vease 
of 1% was registered above that of 1956. 


Retail trade sales volume in New York City the past week 
dipped about 15% below the level of the comparable non-holiday 
period in 1956, trade observers reported. 

Some encouragement was afforded, however, by the fact that 
sales volume was about 5% above that for Thanksgiving week last 
year, which came a week earlier. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended Nov. 23, 
1957 increased 11% above that of the like period last year. In 
the preceding week, Nov. 16, 1957 a decrease of 1% was reported. 
For the four weeks ending Nov. 23, 1957 an increase of 4% was 
registered. For the period of Jan. 1, 1957 to Nov. 23, 1957 the index 
registered an increase of 3% above that of the corresponding 
period of 1956. 


With C. E. Thenebe 


(Special to Tur Financial CHRONICLE) 


HARTFORD, Conn.—Josephine 


Tucker, Anthony Adds 


(Special to Tue FINANCIAL CHRONICLE) 


State Street. 


BOSTON, Mass. — Lawrence E. 
Brown has become affiliated with 


Joins Shearson, Hammill 
(Svecial to THe FINANCIAL CHRONICLE) 
MANCHESTER, Conn.—Hector 
C. Rivard has been added to the 
staff of Shearson, Hammill & Co., 
913 Main Street. 


Illinois Mid Continent Adds 


(Special to Tur FINANCIAL CHRONICLE) 
CHICAGO, Ill. — Robert E. 
Hielscher has been added to the 
staff of Illinois Mid Continent In- 
vestment Co., 676 St. Clair Street. 


Joins J. S. Lynam 
(Spevial to THe FinaNncraL CHRONICLE) 

ST. LOUIS, Mo. — Jaclyn J. 
Oertle is now with J. S. Lynam & 
Co., Inc., 111 South Meramec 
Avenue, 


With Equitable Secs. 


(Special to THe FINANCIAL CHRONICLE) 
GREENSBORO, N. C.—William 
T. Warmath is now connected with 
Equitable Securities Corporation, 
Jefferson Standard Building. 
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Blyth Group Offers 
Northern Natural Gas 
452% Debentures 


An underwriting group headed 
by Blyth & Co., Inc. is offering 
publicly today (Dec. 5) at par, 
an issue of $25,000,000 Northern 
Natural Gas Co. 454% sinking 
fund debentures, due Nov. 1, 1977. 


Northern Natural Gas will use 
the proceeds of this sale, along 
with other funds, for a part of 
1957 construction costs, including 
repayment of a portion of bank 
loans incurred for construction, 
for the acquisition of distribution 
properties and for increasing its 
investment in subsidiaries, which 
will use the proceeds thus re- 
ceived for construction costs. 

The bonds are non-refundable 
for the first five years, but are 
otherwise redeemable at 105% 
for the first six years, scaling 
downward thereafter to 100 dur- 
ing the 20th year. A sinking fund, 
calculated to retire 88% of the 
issue prior to maturity, will re- 
deem debentures annually at par 
beginning Nov. 1, 1961. 

Northern Natural Gas purchases 
natural gas at various points in 
the southwest and through a 10,- 
768-mile system of main, lateral, 
distribution and gathering lines 
transmits it to points in the north 
central states where it is dis- 
tributed locally by the company’s 
Peoples Natural Gas division. 
Northern Natural Gas Producing 
Company which owns oil and gas 
leases and wells is wholly-owned 
and Permian Basin Pipeline Co. 
is 90% owned, 

Total operating revenues of 
Northern Natural Gas in the 12 
months ended June 30, 1957 were 
$116,539,000 and income before in- 
terest and other income deduc- 
tions was $20,873,000. This com- 
pared with $111,279,000 and $20,- 
353,000 in the 1956 calendar year 
and $104,367,000 and $19,489,000, 
respectively, in 1955, 


Halsey, Stuart Group 
Offers Equip. Tr. Ctfs. 


Halsey, Stuart & Co. Inc. and 
associates are offering today (Dec. 
5) $5,400,000 Chicago, Milwaukee, 
St. Paul and Pacifie RR. 4!8% 
equipment trust certificates, ma- 
turing semi-annually July 1, 1958 
to Jan, 1, 1973, inclusive. 

The certificates are scaled to 
yield from 4.00% to 4.25%, ac- 
cording to maturity. Issuance and 
sale of the certificates are sub- 
ject to authorization of the Inter- 
state Commerce Commission. 

The issue is to be secured by 
250 covered hopper cars; 55 gon- 
dola cars; 50 flat cars; 100 box 
cars; and 10 road switching loco- 
motives, estimated to cost an ag- 
gregate of $6,800,695. 

Associates in the offering are: 
Dick & Merle-Smith; R. W. Press- 
prich & Co.; Baxter & Co.; Ira 
Haupt & Co.; McMaster Hutchin- 
son & Co.: Wm. E, Pollock & Co., 
Inc.; and Shearson, Hammill & Co. 


Joins Merrill Lynch 


(Special to Ture FinaNncraL CHRONICLE) 
COLUMBUS, Ohio—William W. 
Story is now with Merrill Lynch, 
Pierce, Fenner & Beane, 48 East 
Gay Street. 


Pacific Northwest Adds 


(Special to Tue FrnancrAL CHRONICLE ) 
PORTLAND, Oreg. — Roger A. 
Murch is now affiliated with Paci- 
fic Northwest Company, Wilcox 
Building. 


Equitable Secs. Branch 


SAVANNAH, Ga. — Equitable 
Securities Corporation has opened 
a branch office at 24 Draytor 
Street under the direction otf 
O. B. Wood, Jr. 
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Continued from page 5 


Unrealistic Profit Reporting 
And the Stock Market 


those of us who work with com- 
pany figures all the time have not 
stopped to make the computations 
necessary to find out how far the 
economic facts have been distorted 
in the reports on which we base 
our appraisal of a company or its 
future earning power. I shall not 
dwell on accounting errors that 
have been made in statements 
peculiar to one industry and 
which would have no direct rela- 
tionship to another. There are 
certain accounting principles, 
however, that do apply to every 
business. Therefore, I shall con- 
centrate on one or two which 
merit thoughtful consideration. 


I feel that, if we had been fully 
informed, less pessimism and more 
constructive views would have 
been expressed. A good deal of 
this pessimism has been caused by 
a general attitude that has been 
more concerned with shutting out 
consideration of certain business 
economics rather than trying to 
tliscover them and their meaning. 
Now that the actual economic con- 
sequences are being felt, it be- 
comes evident that we cannot shut 
out these facts, and we have to 
“face the music.” This is the con- 
dition in which we find ourselves 
today. Business, in fact, has not 
been as profitable as accounting 
reports would lead us to believe. 
It is also true that these reports 
had been prepared in such a 
manner that they could have 
shown continued. increases’ in 
profits when decreases were actu- 
ally occurring. This overstatement 
of profitableness gave us a feeling 
of growth in our over-all industry 
pattern that whetted the appetites 
of (2) labor leaders, for increased 
wages, (b) market speculators, for 
more bookkeeping that would in- 
crease profits, and (c) small stock 
investors, for a “fast buck.” Each 
of these factors operated to deteri- 
orate our economy. So long as we 
thought we had a high degree of 
prosperity we didn’t want to be 
told that we didn’t have it. 

In my opinion, financial state- 
ments are merely road signs. It is 
pretty nice to follow a road sign 
that keeps you on a good, paved 
road without any worries about 
where the road is taking you. If, 
however, that road leads you to 
a dead end, which requires you to 
turn back and follow another less 
smooth one, then no real ad- 
vantage has been gained by en- 
joying the good road. Our finan- 
cial statements have been such 
erroneous road signs, leading us 
along a road that appeared com- 
fortable and optimistic, but bring- 
ing us inevitably to a dead end. 


Long-Term Leasebacks 

I shatl discuss only two factors 
concerning these road signs. One 
is the long-term leaseback method 
of getting plant capacity that has 
@uaroanteed a lessor the return ot 
all of his property value in a 
specific term of years, plus a rate 
of return on the unpaid balance. 
To veally approach this problem, 
one must ask why such leases 
shou'd or should not be entered 
into. There is no reason*why you 
should not enter into such leases, 
but if you do you should not do 
it for the purpose of avoiding o1 
Suppressing the facts that have 
actually occurred. In many cases 
the terms of such leases were 
based on higher interest rates 
than would have been paid if tine 
funds had been borrowed by the 
lessee: that is, the company which 
Zuaranteed an amount sufficient 


to pay back the full cost as lease 
rental plus a return, could have 
borrowed the money on its own 


credit at a lower rate. Under these 
coiditions, the only reason for 
using a lease rather than a loan 
would be to isolate the credit or 
’ “he specific property. 


At that point a leaseback would 
accomplish something if that were 
the only purpose. 

However, if a company can ac- 
complish the same thing at a 
lower cost without a leaseback, 
why, you would ask, would it in- 
dulge in the leaseback method? 
The reason is that when the lease- 
back covers the full life of the 
building it avoids reporting the 
balance sheet liability that would 
have been created if the company 
borrowed the money direct. Mind 
you, [ did not say the liability 
was avoided—merely its reporting 
was avoided. Here is where the 
accounting principle comes into 
play, that fails to report the facts. 
Even though the company had 
obligated itself under a long-term 
lease to pay the equivalent of the 
depreciation which after all is the 
principal of the obligation cre- 
ated, it did not have to record 
this agreement as a liability on 
its balance sheet. If the company 
borrowed tne money directly, 
either on a secured or unsecured 
loan, it would be required, under 
proper accounting principles, to 
show this loan as a liability of 
the company. So, in effect, we 
have two situations in which the 
condition of the company, from 
an equity investor’s point of view, 
would be practically identical, yet 
the accounting principle requires 
the liability to be shown on the 
books in the one case and not in 
the other. 

What is the effect of this situa- 
tion on the balance sheet? In the 
‘ase where the funds are bor- 
rowed directly, the balance sheet 
shows that, in addition to the 
equity capital invested in the 
business, borrowed capital is also 
invested. To the extent that this 
‘apital is borrowed, a leverage is 
present that creates a greater risk 
to the equity investor. On the 
other hand, where a long-term 
lease is entered into, no debt is 
required to be shown on the bal- 
ance sheet, and therefore the 
business has the benefit of a fi- 
nancial statement that purports to 
show that the company’s produc- 
ing assets are all built from equity 
funds. Investors are not told in 
the report that a substantial lev- 
erage exists for the obligation on 
the lease. The company has, of 
course, the same charges, or pos- 
sibly greater charges, against in- 
come than it would have if it 
owned the property, but it avoids 
telling the stockholder - investor 
that there is any capital to be 
paid off ahead of his equity in- 
vestment. This is no criticism of 
the companies that have employed 
the long-term lease method of 
financing—but it is a criticism of 
the accounting profession for al- 
lowing this type of misinforma- 
tion in reporting the financial 
position. 


Role of Our Tax Laws 

There has been one advantage 
from a tax point of view in 
employing this long-term lease 
method, but only when the prop- 
erty involved was already owned 
and could be sold at a profit and 
then leased back. There is no tax 
advantage on a long-term lease 
if the property is built new. The 
tax advantage, when the property 
is older and can be sold and 
leased back for its remaining life, 
is gained through the treatment 
of the profit on the sale as a 
capital gains profit on which a 


maximum tax of 25% is paid. 
The depreciation, however, which 
is included in the lease rental 


to be paid over the remaining life. 
is a deduction against normal in- 
come at the rate of 52% in a cor- 
porate tax return. 

Therefore, the tax laws, by al- 
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lowing depreciation only on origi- 
nal cost, could be viewed as 
forcing a company to indulge in 
the leaseback method of financing 
in order to pay the least amount 
of tax. This is caused by the fail- 
ure of the tax laws to allow de- 
preciation at current price levels. 
The sale and the leaseback actu- 
ally create an allowance for de- 
preciation at current price levels, 
whereas continued ownership of 
the property would not. 

Our accounting principies are 
erroneous with respect to lease- 
backs, where the lease terms in- 
clude the amortization of the 
entire cost of the building over 
the life of the lease, by failing to 
require the showing of the prin- 
cipal of the liability involved. 
This principal represents the total 
gross lease payments discounted 
to the present date at the rate 
of interest used in the computa- 
tion of the lease rental. Compu- 
tation of the principal amount is 
not difficult in most leasebacks, 
and in those in which it is not 
ascertainable, reasonable — esti- 
mates can be made. Therefore, 
while it requires some thinking 
to compute and record a_ lease- 
back as an obligation of a corpo- 
ration, it is not a complicated or 
difficult task for the accountant 
with a knowledge of these trans- 
actions. 

In one instance during the past 
year I observed a most flagrant 
violation of the overstatement of 
income as a result of the lease- 
back procedure. The company 
involved operated a number of 
its properties on an owned basis 
for most of the year. The com- 
pany’s annual report showed op- 
erating profit after depreciation 
based upon cost, which profit, of 
course, was much greater than it 
would have been if depreciation 


had been computed at current 
price levels. At the end of the 
year the company sold these 


properties and leased them back 
under a long-term lease, the 
terms of which involved a high 
interest rate as well as the amor- 
tization of the sale price over the 
term of the lease. As a result of 
the sale and leaseback, the com- 
pany reflected as income the op- 
erating results of the property 
on an owned basis as well as the 
ostensible profit of the property 
on a sale basis. 

This was actually a compound- 
ing of the overstatement of earn- 
ings, all caused by accounting 
principles which permitted the 
company to charge its operations 
with depreciation on original 
cost for the entire year and then 
take up the profit from sale of the 
properties at the year-end as an 
addition to income and_= surplus. 
Yet the entire profit must be paid 
back, with interest, in the lease 
rentals. This sale was made pos- 


sible only because a lease, exe- 
cuted at the same time, guaran- 
teed that the sale price’ plus 


interest would be repaid over the 
life of the lease. Thus, by en- 
hancing the current year's profit, 
all future years were to be pe- 
nalized, and the increased dollar 
amount of inflation reflected in 
the value of the building was 
reported in the current year as 
“increased equity investment.” 
Yet there could never be any 
greater amount of equity in the 
business than there was the day 
before those properties were sold, 
and certainly the profit was not 
attributable to the year of sale. 


SEC's Responsibility 

No accountant could be held 
liable for the erroneous reporting 
of such a transaction because it 
was reported in accordance with 
generally accepted accounting 
principles. The accountant’s only 
recourse when his conscience will 


not allow him to go along with 
such reporting is to state that. 
regardless of whether it is in ac- 


cordance with “generally accepted 
accounting principles,’ it results 
in an erroneous statement ot 
profit and is misleading to the 


investors to whom the company 
reports. In this case the resuit 
certainly was misleading as a rea- 
sonable indication of the future 
profit potential of this company. 
Even it the profit from the sate 
of the property had been excluded 
from income as a nonrecurring 
item, the statements, would stiil 
be misleading since, at the end 
or the year, the company did not 
own the properties which were 
the basis of the depreciation 
charged in reporting its operating 
profits for the year. So long as 
this inconsistency agreed with so- 
‘alled general principles of ac- 
counting, the investor was obli- 
gated to analyze the meaning of 
these transactions himself. Only 
the accountant, however, was abie 
to determine what the real effect 
was, and he was not obligated to 
report it. 

This, I submit to you, is a fail- 
ure of accounting practices to 
meet the ordinary minimum re- 
quirements of fair accountability. 
You might ask why such account- 
ing could be tolerated by the 
Securities and Exchange Commis- 
sion. That Commission, by policy, 
has accepted “generally accepted 
accounting principles” as estab- 
lished by the accounting profes- 
sion. And, presumably, unless the 
accounting profession § fails to 
properly maintain such principles, 
the SEC will continue to accept 
those principles which the ac- 
counting profession allows to 
stand. As a public accountant, I 
feel that this is reasonable and 
is, as a matter of fact, generous 
on the part of the governing body. 
What bothers me, however, is that 
the accounting profession is not 
maintaining “generally accepted 
accounting principles” so that 
they meet the needs of the public 
that relies upon them and, in 
those cases where it is in process 
of re-evaluating them, it is far too 
slow to meet public requirements. 

We cannot find any real satis- 
faction in the reliance which the 
SEC places upon our profession 
unless the profession accepts as 
its major responsibility the re- 
quirement to present financial re- 
ports that are not misleading. 

It is sometimes said that the 
accountant who expresses such 
views, as I have done, is hurting 
business since he reveals the in- 
adequacies of accounting prac- 
tices followed by businesses, and 
thus undermines the confidence 
of the public. I feel that the an- 
swer to this point is that no favor 
is being accorded to business by 
the public accountant when he is 
not performing the task the public 
expects of him. Once the ac- 
countant’s failure to perform this 
task is discovered and its effect 
determined, not only will the 
public accountant lose the respon- 
sibility that he has been presumed 
to have had, but business will be 
placed under such stringent regu- 
lations that it will be injured, and 
the public, in turn, will also suffer. 

No business can long suppress 
economic realities and expect to 
gain benefits from it, and no ac- 
counting profession can gain the 
respect of the public by failing 
to properly air the bases of its 
certification and disclose to the 
public the reasons for the ac- 
counting principles adopted. If 
there is proper justification from 
a public interest point of view 
for a specific procedure, from a 
business point of view, or eve: 
from an investor's point of view, 
it should be clearly documented 
and stated. If this is done the 
public has only itself to blame for 
accepting such 
countability. 


Standards of ac- 


Effect of Inflation 

In my opinion the gravest area 
of misstatement in financial re- 
porting is the one that arises from 
inflation. Its primary impact is 
in the error caused by the failure 
to provide depreciation of the 
property which is actually used 
in operations at the current pur- 
chasing power of the dollar. IT 
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depreciation were adjusted for 
the change in the purchasing 
value of the dollar, the property 
could be depreciated and charged 
to income at amounts whici 
would return to the equity inves- 
tor the capital that he originaliy 
invested—no more, no less. Profits 
determined after providing for 
such depreciation would truly 
represent increments to the origi- 
nal capital invested. 

The actual loss in the purchas- 
ing value of the dollar, which has 
occurred since many of the prop- 
erties now being depreciated were 
installed, has been as high as 
100°., and sometimes more where 
construction preceded 1935. Some 
long - lived properties installed 
prior to 1900 are still in use. As 
a matter of fact, the salvage from 
some of these properties in to- 
day’s doliars is greater than the 
original cost of construction; yet, 
the dollar depreciation of such 
properties is reflected in today’s 
income account at 19th Century 
purchasing power value, and the 
amount of earnings left after such 
depreciation is called “profit” or 
“income.” Here again the stew- 
ardship accounting principles are 
applied as though we were still in 
the age of proprietorship account- 
ing. 

While the generally accepted 
accounting principle of cost depre- 
ciation was established for pro- 
prietorship accounting during 
periods of stable price levels, it is 
a completely outmoded method of 
accounting in today’s economy and 
in the reports used as a measure 
of corporate earning power. To- 
day, accounting reports are not 
used for stewardship accounting, 
but are used as a measure of the 
earning power of the enterprise. 
This is even more significant than 
stewardship accounting because 
the ordinary stockholder is not 
in a position to judge fiom the 
summary statements of large 
figures shown in accounting re- 
ports whether a proper accounting 
has been made on a stewardship 
basis. With respect to stewardship 
accounting, the stockholder must 
rely upon the Board of Directors 
and the public accountant to show 
that there is proper evidence and 
support for payments made and 
that such payments have been 
fairly classified, The report to 
the stockholder therefore is used 
almost entirely for economic and 
valuation purposes — not for 
stewardship accounting. 


Criticizes LIFO Usage 


What has the public accountant 
done with respect to accounting 
principles which are not properly 
usable from an economic point ol 
view? He has made some changes 
but basically he has not made the 
one that is the most necessary 
under our economic system. This 
is the accounting required to re- 
port on the decline in the pur- 
chasing value of the dollar. True, 
he has devised a method he calls 
“last-in, first-out” for inventory 
pricing, but this in itself is not 
related to the change in the value 
of the purchasing power of the 
dollar or it would not be restricted 
as it is now. A company that docs 


not adopt LIFO for inventory 
purposes is not required to ac~ 
count for the effect of the risins 


price level. Therefore, even where 
LIFO is adopted, its partial usc 
and non-disclosure of the amount 
of reserve created to reduce the 
inventory to LIFO belie the eco- 
nomic support. 

Althougn LIFO is a 
principle, its usefulness to the 
public is greatly inipaired because 
the accountant has left to the re- 
porting company the decision as 
to whether, and if so, when, ! 
should be adopted in any give! 
case. Under such a premise pro!!! 
reported is largely what manage- 
ment wishes to report. Most of al! 
the decision for adopting LIFO | 
not made because of the eco- 
nomics that support it, but pri- 
marily because of the tax benetits 
accruing from its ase. In man 


proper 


cases the reserve created by the 
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adoption of the LIFO method in 
the balance sheet is not even 
stated in the report made to stock- 
holders. In those cases where 
LIFO is not adopted, usually no 
mention is made of the effect of 
the change in the purchasing 
power of the dollar so that the 
stockholders cannot evaluate its 
effect on the company’s financial 
position. 

From the point of view of 
property depreciation, the error is 
much greater because there is no 
yearly turnover to prevent the 
cumulative effect of the decrease 
on the purchasing power of the 
dollar. In the plant aecount the 
effect of the decrease on the pur- 
chasing power of the dollar is 
cumulative and continues to be 
cumulative and reflects itself in 
each year’s depreciation for the 
entire useful life of the property. 
In order to eliminate the effect of 
price level on depreciation in the 
income account, prices would have 
to remain stable for the complete 
life cycle of the property. While 
this might be possible, there has 
never been a period in modern 
history during which such stabil- 
ity has existed. Although we 
should not logically design ac- 
counting principles for conditions 
which cannot possibly exist, this is 
what we have done. Yet we can- 
not possibly be accurate in our 
financial reports unless we think 
that stable prices will exist for a 
period of at least 25 to 40 years. 
One can hardly believe that any 
principle could ever be adopted 
that requires such an_= absurd 
premise on which to produce 
reasonable results—and we have 
done this also. 


Accounting Profession Fails to Act 

Since accounting reports are 
used primarily as reports of the 
economic earning power of a cor- 
poration, it would seem that ac- 
countants themselves would an- 
alyze the accounting principles 
they follow to see whether such 
principles conform to the uses 
made of accounting statements. 
The accounting profession § did 
study the consequences and elfect 
on inflation in 1946 and 1947, and 
considered the question of whether 
or not depreciation should be ad- 
justed to take into consideration 
the decrease in the purchasing 
power of the dollar. It was de- 
cided that the question should be 
deferred until prices were stabil- 
ized. In other words, the account- 
ing profession recognized the 
problem and failed in its respon- 
sibility to do anything about it. 
The profession was not prodded 
into action even though every 
newspaper and every magazine 
published over the past several 
years has carried articles concern- 
ing the ravaging effects of 
inflation. 

If depreciation had been pro- 
vided year by year on the basis of 
current price levels, it would have 
substantially reduced earnings of 
the last 5 to 10 years, during 
Which inflation took its major toll. 
Had this inflationary effect been 
eliminated by providing proper 
depreciation, it would have sub- 
stantially reduced profits and 
shown the inability to pay wage 
increases that were demanded and 
granted because of these fictitious 
profits. It has been well estab- 
lished that one of the greatest 
causes of inflation in this country 
is that labor costs have increased 
more rapidly than is warranted by 
increased productivity. If a por- 
tion of this increase in wages had 
not occurred, we would presum- 
ably have had less inflation and 
therefore a more stable economy. 
Such wage increases could have 
been resisted if profits had been 
Stated at their actual level. The 
only way this could have been 
done was to have reported depre- 
ciation at current price levels. 
This would not have been a diffi- 
cult task, and it could easily have 


been followed by the accounting 
profession. However, it cannot be 
followed by one industry or one 
company alone. 


Only one body — the public 
accounting profession—could have 
established an accounting prin- 
ciple of current price-level depre- 
ciation for all corporations on a 
consistent basis and made it effec- 
live for all industries and all com- 
panies simultaneously. If this had 
been done, much more cash would 
have been generated for corporate 
plant expansion, and a good deal 
of the tight money that we now 
feel today would have’ been 
avoided. It probably would have 
avoided the gyrations which the 
stock market has experienced in 
the last few years, by preventing 
the over-statement of profits that 
resulted from inadequate depre- 
ciation. Thus, an _ increase in 
profits was reported which was 
commonly termed “growth.” This 
fictitious showing of growth in 
business created a fantasy in the 
stock market which led investors 
to overprice stocks. Now as this 
fiction disappears, the market is 
interpreted as being “bearish” as 
more realistic conditions prevail. 

However, even the profits re- 
ported now are excessively stated 
and, to get our feet firmly on 
solid ground, depreciation ad- 
justed to current price levels 
should be recognized. As our plant 
and property capacities become 
able to satisfy all consumer needs, 
the depreciation of modern facili- 
ties will continue to increase as 
new plants are installed and old 
ones removed, thus giving an ap- 
pearance of decreasing profits 
which will not be true. This will 
continue until a complete life 
cycle has occurred—a period of 
10, 15 or 20 vears—unless we cor- 
rect our depreciation provisions. 

What Must Be Done 

To stop this fictitious 
in earnings, all the 
profession 


increase 
accounting 
needs to do is to see 
that depreciation provided by 
each company is equal to the 
original cost, adjusted for the 
change in price level since the 
date of construction. This will re- 
duce earnings to what can reason- 
ably be expected from sales at 
today's price levels. And, as infla- 
tion grows, the depreciation pro- 
vision will also increase, thus tak- 
ing the inflation out of the re- 
ported profits and establishing 
stability in the income reported 
as being the actual profit from the 
business. It would have been far 
better for business had _ this 
method of adjusting depreciation 
on an economic basis been fol- 
lowed rather than the so-called 
“rapid devreciation” method for 
tax purposes, 

There is really no economic 
jusutication for transferring 
proper depreciation deductions 
from one period of operation to 
another. If the tax laws recognized 
the full economic costs of plant 
consumed in operations as allow- 
able deductions, there would be 
no taxes deferred to some future 
period when the’ corporations 
would probably be in no better 
position to pay such taxes than 
they are today. 

It is my opinion, after testifying 
before the House Ways and Means 
Committee on this subject and 
talking with many Congressmen, 
that if the accounting profession 
would take appropriate action to 
establish the proper depreciation 
procedures to be followed in order 
to arrive at a fair statement of 
income, the tax laws would soon 
be amended to recognize such 
accounting. This is not an account- 
ing procedure which applies only 
to large businesses. It applies with 
equal and even greater force to 


small businesses which do not 
have the constantly recurring 
plant replacement programs of 


large corporations. The effect on 
our economic svstem would be 
far more advantageous than is 
that of the present method which 
attempts to grant special benefits 
in the form of accelerated depre- 
ciation to those who build property 
instead of granting proper tax 
deductions for all busiresses in 
order to maintain capital which 
provides the basis of our economy. 


It is hard to justify or understand 
why a business which merely 
builds plants should receive a 
special tax benefit while another 
company, which is operating its 
plants at top efficiency and at 
great credit to its community, re- 
ceives no benefit merely because 
it does not build new plants. 


I will not take time now to 
specify the steps which in many 
instances have already been taken 
to recognize depreciation on a 
current price-level basis. A great 
deal has been done in this regard 
on the issues before many courts, 
commissions and regulatory 
bodies, some of which have al- 
ready recognized the inequities of 
cost depreciation. But I should 
like to repeat again that the only 
body that can act upon this ques- 
tion with fairness to all is the 
American Institute of Certified 
Public Accountants. If the ac- 
counting profession will correct 
the accounting principles that it 
observes, it will benefit (1) indus- 
try, through a proper protection of 
capital, (2) labor, through a more 
enlightened industry building pro- 
gram, and (3) the _ investor, 
through proper maintenance of his 


capital, by eliminating the un- 
realistic profits heretofore re- 


ported. This in turn will provide 
reliable economic facts on which 
stocks can be properly bought and 
sold. This will avoid the pessi- 
mistic and optimistic extremes 
that continuously occur under 
the present unrealistic reporting 
methods. 


Ladenburg, Thalmann 
To Admit Leo G. Shaw 


Ladenburg, Thalmann & Co., 25 
Broad Street, members of the New 
York Stock Exchange, on Jan. 1 
will admit Leo G. Shaw to part- 
nership. Mr. Shaw was formerly a 
partner in Salomon Bros. & 
Hutzler. 


Walter Hess Jr. to Be 
Rothschild Partner 


L. F. Rothschild & Co., 120 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, on Jan. 1 will admit Wal- 
ter W. Hess, Jr. to partnership. 
Mr. Hess has been associated with 
the firm tor some time in the sales 
department. 


William R. Staats to 
Admit Three Partners 


LOS ANGELES, Cal. — William 
R. Staats & Co., 640 South Spring 
Street, members of the New York 
and Pacific Coast Stock Ex- 
changes, on Jan. 1 will admit A. 
Boardman Ganfield, Harry W. 
Colmery, Jr. and William O. Keyes 
to partnership. All have been as- 
sociated with the firm for some 
time. Mr. Colmery will make his 
headquarters in the firm’s San 
Francisco office, 111 Sutter Street. 


Albert Didier Opens 


FLUSHING, N. Y.—Albert E. 
Didier has opened offices at 34-23 
Murray Street to engage in a sc- 
curities business. 


F. I. du Pont Adds 


(Special to Tur FINaANciIAL CHRONICLE) 


CHICAGO, I1l.—Charles F. Dyk- 
house has been added to the staff 
of Francis I. du Pont & Co., 208 
South La Salle Street. 


Joins Farwell, Chapman 
(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, Ill.—John S. Run- 
nells has joined the staff of Far- 
well, Chapman & Co., 208 South 
La Salle Street, members of the 
New York Stock Exchange, 
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The Security I Like Best 


for new products. Each year great 
amounts of money are spent on 
promotion and advertising for the 
company’s line of consumer prod- 
ucts such as Karo Syrup, Mazola 
Oil, Argo Corn Starch, and the 
Linit and Niagara brands of corn 
starch. Market research studies 
have been increased to give the 
company more knowledge of the 
basic reasons why a consumer 
might buy one of their products 
enabling the company to siant its 
advertising in the direction which 
will produce maximum sales. The 
evidence of the success of this 
program is that the company has 
been able to improve its ratio of 
sales to advertising expenditures 
in its higher profit items. 
Recently the company decided 
to channel its merchandising ef- 
forts and now each product line is 
advertising separately. This also 
pin points responsibility and in- 
sures maximum efforts from the 
executives in charge. An improve- 
ment in sales has been observed 
as a result of using this approach 
even though initial costs for set- 


ting up a separate advertising 
budget may have been higher 


than before this system was intro- 
duced. 

Package design has been greatly 
improved in the case of Bosco, 
Mazola, and other items. Coloring 
and package design are being em- 
phasized to appeal to the house- 
wife who is Corn Product's main 
retail customer. Success of the 
company’s efforts in this field is 
attested to by the increasing sales 
of its consumer lines. 


tesearch and Development 

In 1956 the company established 
a Technical Division to coordin- 
ate research activities under the 
guidance of mature scientists and 
executives. One of the problems 
looked into by the Division has 
been the efficiency of corn and its 
by products as a therapeutic as 
well as nutritional agent. A major 
achievement in this field has been 
the development of an improved 
Mazola which is believed to help 
reduce the cholesterol level in hu- 
mans. A high cholesterol level in 
human blood is often found in 
people suffering from heart ail- 
ments. 

Research efforts are also being 
directed towards the improvement 
of the company’s industrial prod- 
ucts line and have resulted in the 
development of a new “filler” 
starch “Snow Flake” for use in 
frozen desserts, puddings, soups, 
etc. The company has also devel- 
oped a corn syrup concentrate 
called NuBru for the brewing in- 
dustry. Use of this product sim- 
plifies processing steps, shortens 
brewing time and increases pro- 
duction 20% to 30% without ad- 
ditional equipment. Due to the 
conservatism of brewers in adopt- 
ing new techniques NuBru’s suc- 
cess has been limited. But once 
the industry realizes the savings 
inherent in the use of this new 
product, Corn Products stands to 
have a good future moneymaker. 


International Operations 

During 1956 international oper- 
ations set new records both in 
productivity and profits. Output 
increased and operating profits 
were hig'.er than in previous 
years. New and expanded facil- 
ities in Manchester, England, 
commenced operations, and a new 
dextrose plant was opened in Ger- 
many. Milling techniques have 
been improved, and, in 1957, en- 
abled the company to produce 
better quality products at lower 


costs. With conditions now be- 
coming more settled in the Far 
East, an office has been estab- 
lished in Hong Kong for the pur- 
po.e of re-evaluating marketing 
possibilities in that area. 


Outlook for the Future 


For the first nine months of 
1957 Corn Products earned $1.51 a 
share compared with $1.33 in the 
similar 1956 period. Full year es- 
timates of the company’s per 
share earnings are in the neigh- 
borhood of $2.75 excluding uncon- 
solidated foreign earnings of 
probably 15c a share. In 1956 
earnings were $2.36 per share plus 
an additional 9c foreign. Profits 
in 1957 represent an improvement 
of 17% over the previous year 
with possible 1958 earnings reach- 
ing the $3 level, a further gain of 
about 10°%. Corn Products will 
have about doubled their earnings 
per share since 1952 based on our 
projection of 1958 earnings. This 
is a remarkable achievement. 


Earnings per Share 


| EE eee $3.06 
Se See 4K suc iotie 2.75 
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BE os esctuase co ones deeishaieicacoac 
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a 
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The company’s’ return on in- 
vested capital has also been satis- 
factory. It has risen from 11% in 
1952 to an estimated 15% in 1957 
and is projected at 16% in 1958, 

Approximately 60% of its earn- 
ings are paid out in dividends 
with dividends having been paid 
each year since 1920. In 1956 $1.50 
in dividends were paid out and 
if 1957-58 earnings are in the $3 
range it is not out of line to ex- 
pect a dividend increase. 

Currently selling at about $30 a 
share, 1957 earnings of $2.75 are 
being capitalized at about 11 times 
and 1958 earnings 10 times. This is 
below the company’s past price- 
earnings ratio. Now that the com- 
pany is expanding its earnings 
pase, the stock market might ap- 
praise the company’s earnings at 
least as high as it did for many 
years when earnings were static. 
In the meantime the yield is 5% 
and the company offers little ris 
in an adverse market. 
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Securities Now 


Allen (Walter H.) Co., Inc. 
Nov. 4 (letter of notification) $150,000 of 10-year 6% 
unsecured debentures, due Nov. 1, 1967, to be offered to 
stockholders. Price—At par (in units of $1,000). Proceeds 
—For construction of a new addition to present building. 
Office—6210 Denton Drive, Dallas, Texas. Underwriter 
—WNone. 


Alistate Commercial Corp., New York 

Sept. 16 filed 256,300 shares of class A common stock 
par one cent), of which 233,000 shares are to be sold 

account of the company and 23,300 shares for the 
account of Ben Degaetano, President of the underwriter. 
Price—$1.50 per share. Proceeds—For working capital 
to be used in realty financing activities. Underwriter— 
Midland Securities, Inc., New York. 


American Hardware Corp., New Britain, Conn. 
Nov. 5 filed 125,000 shares of common stock (par $12.50) 
to be offered in exchange for not to exceed 250,000 
shares of common stock of Savage Arms Corp. on the 
basis of one-half share of American (plus cash) for each 
Savage Arms share. The other is conditioned upon ac- 
ceptance by halders of not less than 100,000 shares of 
Savage Arms stock not later than Dec. 17, 1957. Under- 
writer—None. 


® American Israeli Paper Mills, Ltd. (12/16-20) 
Oct. 29 filed 6,000,000 series B ordinary shares (par one 
Israel pound per share). Price — $1 per share, payable 
either in cash or in State of Israel bonds. Proceeds—For 
expansion program. Office — Hadera, Israel. Under- 
writer—Lee Higginson Corp., New York, on a best ef- 
forts basis. 


American Provident Investors Corp. 

Feb. 15 filed 50,000,000 shares of common stock (par one 
cent). Price—$2 per share. Proceeds — For working 
capital and general corporate purposes. Office—Dallas, 
Tex. Underwriter—Peoples Securities Co., J. D. Grey, 
of New Orleans, John S, Tanner, of Dallas, and C. L. 
Edmonds, of Houston, three of the 22 directors, are 
Chairman, Vice-Chairman and President, respectively. 


Ampal-American Israel Corp., New York 
Oct. 14 filed $5,000,000 of five-year 6% sinking fund de- 
bentures, series F, due 1962. Price—At 100% of principal 
amount. Proceeds—To purchase machinery and equip- 
ment. Underwriter—Nore. 


Anita Cobre U. S. A., Inc., Phoenix, Ariz. 
Sept. 30 filed 85,000 shares of common stock. Price—At 
par ($3.75 per share). Proceeds—For investment in sub- 
sidiary and working capital. Underwriter—Selected Se- 
curities, Inc., Phoenix, Ariz. 
®@ Artesian Water Co 
Oct. 15 (letter of notification) 3,404 shares of class A 
non-voting common stock (no par) being offered for 
subscription by common and class A common stockhold- 
ers of record Dec. 2, 1957 on the basis of one new share 
of class A common stock fer each eight shares of com- 
mon stock and class A common stock; rights to expire 
Jan. 2, 1958. Price—$30 per share to stockholders; and 
$32 to public. Proceeds—To purchase assets of Collins 
Park Water Co.; Willow Run Water Co. and Sedgely 
Farms Water Plant; also to purchase additional storage 
tanks, water mains, etc. Office —501 Newport & Gas 
Pike, Newport, Del. Underwriter — Laird, Bissell & 
Meeds, Wilmington, Del. 
* B’ack, Sivalis & Bryson, inc. 
Nov. 29 filed 114,600 shares of common stock (par $1), 
of which 39,600 shares are issuable upon exercise of 
39,600 warrants exercisable at $22 per share on or be- 
fore Dec. 31, 1961 and 75,000 shares are issuable upon 
excrcise of 75,000 warrants at an initial exercise price of 
$27.50 to June 30, 1962, and $30 thereafter and to June 
30, 1967. 


Blacksmith Shop Pastries Inc., Rockport, Mass. 
Sept. 17 (letter of notification) $100,000 of 612% deben- 
tures dated Sept. 16, 1957 and due Sept. 15, 1972 and 
40,000 shares of capital stock (par $1) to be offered 
in units of one $50 debenture and 20 shares of capital 
stock. Price—$90 per unit. Proceeds—To retire mort- 
gage notes and for working capital. Underwriter—Mann 
& Gould, Salem, Mass. 


Brantly Helicopter Corp., Philadelphia, Pa. 
Nov. 25 (letter of notification) 21,818 shares of common 
stock (par 50 cents). Price—$13.75 per share. Proceeds 
—For equipment, supplies and working capital. Offices 
—24 Maplewood Ave., Philadelphia 44, Pa., and Fred- 
erick, Okla. Underwriter—None. 

Brockton Edison Co. (12/10) 
Sept. 18 filed $3,000,000 first mortgage and collateral 
trust bonds due 1987. Proceeds—To repay bank loans and 
to acquire securities of Montaup Electric Co, Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; White, Weld & Co. 
and Shields & Co. (jointly); Stone & Webster Securities 
Corp.; Blair & Co. Incorporated. Bids — Expected to 
be received up to noon (EST) on Dec. 10 at 49 Federal 
St., Boston, Mass. 
* Bymart-Tintair, Inc. 
Nov. 26 (letter of notification) 302,000 shares of common 
steck (par one cent) to be issued at 50 cents per share 
upon exercise of outstanding common stock purchase 
warrants which expire on Dec. 31, 1957 and which 
may be exchanged for new warrants which may be 
exercised in 1958 at 65 cents per share and at 75 cents 
per share thereafter. Proceeds—For working capital. 
Office—West Trenton, N. . Underwriter—None. 
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in Registration 


% Canada General Fund (1954) Ltd., Toronto, Can. 
Nov. 27 filed (by amendment) 1,000,000 shares of com- 
mon stock. Price—-At markei. Proceeds—For invest- 
ment. 


Canada Mortgage Bonds, Ltd., Englewood, N. J. 
Sept. 3 filed $1,000,000 of 8% mortgage bond trust cer- 
tificates. Price — At par (in units of $250, $500 and 
$1,000). Proceeds — For purchase of mortgage bonds. 
Underwriter—N one. 


Canadian Prospect Ltd., Calgary, Canada 

Sept. 27 filed 4,851,810 shares of common stock (par 
1625 cents) to be offered in exchange for capital stock 
of Canadian Export Gas Ltd. on the basis of 242 Cana- 
dian Prospect shares for each Canadian Export share, 
subject to acceptance by holders of at least 80% of 
Canadian Export shares outstanding. Underwriter—None. 
Statement effective Nov. 4. 


Capital Cities Television Corp. 
Nov. 8 (letter oi notification) 52,000 shares of common 
stock (par $1). Price—$5.75 per share. Proceeds—To 
retire a bank loan of $220,000 and for general corporate 
purposes. Office—North Greenbush, N. Y. Underwriter 
—Harold C. Shore & Co., New York. 


Carter-Jones Drilling Co., Inc. 

Sept. 27 filed 300,000 shares of; capital stock (par 10 
cents. Price — $5 per share. Proceeds—To repay bank 
loans and other indebtedness; to. participate in the 
acquisition and exploration of oil properties in joint 
venture arrangements with. other. companies in which 
the company does not propose to retain more than a 
25% interest or assume more than 25% of the risk; and 
for general working capital. Office—Kilgore, ‘Texas. 
Underwriter—None. Statement effective Nov. 6. 


Central Mortgage & Investment Corp. 

Sept. 12 filed $5,000,000 of 20-year mortgage bonds and 
500,000 shares of common stock (par five cents) to be 
offered in units of $100 of bonds and 10 shares of stock. 
Price—$100.50 per unit. Proceeds—For purchase of first 
mortgages or to make first mortgage loans and for con- 
struction business. Office—Miami Beach, Fla. Under- 
writer—Aetna Securities Corp., New York. Offering— 
Date indefinite. 


Champion Industries, Inc. 

Nov. 7 (letter of notification) 75,000 shares of common 
stock (par 10 cents). Price—$4 per share. Proceeds— 
For development and engineering expenses, raw mate- 
zials and working capital. Business —- Jalousies, storm 
windows, screens, etc. Office — 22 Jericho Turnpike, 
Mineola, N. Y. Underwriter—Allstate Securities Inc., 80 
Wall St., New York. 


Chesapeake & Potomac Tel. Co. of Md: (12/9) 
Nov. 15 filed $30,000,000 of 36-year debentures due Dec. 
1, 1993. Proceeds—-To repay advances from American 
Telephone & Telegraph Co., the parent, and for additions 
and improvements to telephone plant. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; White, Weld & Co.; 
Morgan Stanley & Co.; Kuhn, Loeb & Co.; The First 
Boston Corp.; Harriman Ripley & Co, Inc. Bids—To be 
received up to 11:30 a.m. (EST) on Dec. 9 at Room 2315, 
195 Broadway, New York, N. Y. 


Chess Uranium Corp. 
May 14 (letter of notification) 600,000 shares of common 
stock (par $1—Canadian). Price—50 cents per share. 
(U. S. funds). Proceeds—For exploration costs, etc. Of- 
fice—5616 Park Ave., Montreal, Canada. Underwriter— 
Jean R. Veditz Co., Inc., 160 Broadway, New York. 
Offering—Expected at any time, 


® Chicago Title & Trust Co. 

Oct. 24 filed 23,907 shares of common stock (par $20) 
to be offered in exchange for common stock of Title In- 
surance Corp. of St. Louis at the rate of five-eighths of 
one share of Chicago Title stock for each Title Insurance 
share. The exchange offer is subject to acceptance by 
30,600 shares (80% ) of the 38,250 Title Insurance shares 
outstanding. Initial expiration date of the offer is Dec. 
20. Underwriter—None. Statement effective Nov. 21. 


Cleary (W. B.), Inc. 
Oct. 3 (letter of notification) 5,600 shares of common 
stock (par $5) to be offered to stockholders of record 
Sept. 26, 1957 on the basis of one new share for each 
five shares held. Price—$20 per share. Proceeds—For 
accounts payable; and drilling for oil and gas wells. 
Office—272 First National Building, Oklahoma City 2 
Okla. Underwriter—None. 

Colonial Aircraft Corp., Sanford, Me. 
July 5 filed 248,132 shares of common stock (par 10¢). 
Price—At market. Proceeds—To selling stockholders. 
Underwriter—Glick & Co., Inc., New York. Statement 
effective Aug. 10. 

Columbus Electronics Corp. 
Nov. 13 (letter of notification) 110,000 shares of common 
stock (par 10 cents). Price—$2.50 per share. Proceeds— 
For working capital. Office—1010 Sawmill River Road 
Yonkers, N. Y. Underwriter—To be furnished by amend- 
ment. 

Commercial Credit Co. 
Oct. 10 filed $50,000,000 senior notes due Nov. 1, 1977. 
Price—To be supplied by amendment. Proceeds—To in- 
crease working capital. Underwriters—The First Boston 
Corp. and Kidder, Peabody & Co., both of New York. 
Offering—Indefinitely postponed. 
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Commonwealth Oil Refining Co., Inc. 12 11) 
Nov. 1 filed $20,000,000 of convertible junior subordin- 
ated debentures due 1972. Price — To be supplied by 
amendment. Proceeds—To liquicate deferred credits and 
short-term debt, to construct additional facilities and to 
provide working capital. Officee—Ponce, Puerto Rico, 
Underwriter—The First Boston Corp., New York. 


* Consolidated Cement Corp., Chicago, !1!. 
(12/19) 
Nov. 29 filed $5,000,000 of sinking fund debentures due 
Dec. 1, 1972. Price — To be supplied by amendment. 
Proceeds—To retire term loans of $4,000,000 and for 
expansion program. Underwriter — Merrill Lynch, 
Pierce, Fenner & Beare, New York. 
® Continental Insurance Co. 
Oct. 10 filed 1,700,000 shares of capital stock (par $5) be- 
ing offered in exchange for capital stock (par $7.50) of 
Firemen’s Insurance Co., Newark, N. J., at the rate of 17 
shares of Continental for every 20 shares of Firemen’s 
stock. The offer, which-is subject to acceptance of not 
less than 80% of the Firemen’s stock, will expire Dec. 9. 
Underwriter—None. Statement effective Oct. 31, 


Cooperative Grange League Federation, tnc. 


Sept. 27 filed $600,000 of 4% subordinated debentures 
due‘ Jan. 1, 1966; 10,000 shares of 4% cumulative pre- 
ferred stock par $100; and 150,000 shares of: common 
stock (par $5). Priee—At principal: amount or par value, 
Proceeds—To finanee inventory purchases, to make cap- 
ital loan advances to retail subsidiaries; to reduce bank 
loans; and for working capital. Offiee — Ithaca, N. Y. 
Underwriter—None. 


Cubacor Explorers, Ltd. 


Oct. 28 (letter of notification) 600,000 shares of common 
stock (par $1-Canadian). Price—50 cents per share-U. S. 
funds. Proceeds — For exploration and drilling costs. 
Office —- Suite 607, 320 Bay St., Toronto, Ont., Canada. 
Underwriter—Stratford Securities Co., Inc., 135 Broad- 
way, New York. 

% Dalton Finance, Inc., Mt. Rainier, Md. (12/20) 
Nov. 27 filed $500,000 of 7% subordinated 10-year de- 
bentures due Jan. 2, 1968 (with warrants attached). 





Price—At par (in denominations of $100 cach). Pro- 
ceeds—For expansion, making of loans and to reduce 
short-term debt. Underwriter — McDonald, Holman & 


Co., Inc., New York. 
Daybreak Uranium, Inc., Opportunity, Wash. 


May 7 filed 631,925 shares of common stock (par 10 
cents). Price — At market (approximately 53 cents per 
share). Proceeds—To selling stockholders. Underwriter 
Herrin Co., Seattle, Wash. 


DeLuxe Check Printers, Inc. 


Aug. 28 (letter of notification) 25,000 shares of common 
stock (par $1) to be offered to employees and present 
stockholders. Price—$11.80 per share. Proceeds—To ac- 
quire new machinery and equipment. Office — 530 N. 
Wheeler St., St. Paul 4, Minn. Underwriter—None. 


Disc, Inc., Washington, D. C. 


Oct. 10 filed 400,000 shares of class A common stock (par 
$1). Price—$2.50 per share. Proceeds—For investment. 
Business—Purchase and development of real property, 
and acquisition of stock of business enterprises. Under- 
writer—None. Irving Lichtman is President and Board 
Chairman. 


Doctors’ Motels, Inc., Kansas City, Kan. 

Oct. 25 filed 500,060 shares of common stock, of which 
426,497 shares are to be offered publicly, 39,568 shares 
are to be offered in exchange for $432,055 outstanding 6‘ 
debentures, 3,085 shares are to be issued as a stock divi- 
dend and 30,850 shares are presentlv outstanding. Price 
—At par ($15 per share). Proceeds—For construction 
and operation of motels and to repay bank loans. Un- 
derwriter—None. 


Dow Chemical Co. 

Nov. 25 filed 84.121 shares of common stoc«x (par $5), 
issuable upon conversicn of the $4,000,000 4% sub- 
ordinated convertible debentures due June i, 1980. orig- 
inally issued by The Dobeckmun Co., the liability of 
which was assumed by Dow Chemical Co. as of Aug. 31, 
1957. These debentures are held by three insurance 
companies. 


® Duraloy Co., Scottdale, Pa. (12/9-13) 


Nov. 12 filed 69,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—for 
modernization and improvements. Underwriter—Mor- 
timer B. Burnside & Co., Inc., New York. 
Durex of Minnesota, Inc., Denver, Colo. 

Sept. 23 filed 756,vv0 shares of common stock (par $1). 
Price—$2 per share. Proceeds—For capital expenditures 
and working capital. Business — Building material. 


| + eta eaainae Underwriters, Inc., Englewood, 
olo. 


® Electro Instruments, Inc., New York (12/17) 

Nov. 26 filed 150,000 shares of common stock (par $1), 
of which the company is selling 50,000 shares and 100,000 
shares are being sold by present stockholders. Price—T°o 
be supplied by amendment. Proceeds — For new main 
plant construction, working capital and to retire short 
term indebtedness. Underwriters—Rear. Stearns & Co 
and Paine, Webber, Jackson & Curtis. both'of New York. 
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Electro Precision Corp., Arkadelphia, Ark. 
Oct. 30 (letter of notification) 60,000 shares of common 
stock (par $1). Price—$4 per share. Proceeds—For office 
and laboratory equipment; inventory, working capital, 
etc. Underwriter—Nunn-Groves Co., Little Rock, Ark. 


Ex-Cell-O Corp., Detroit, Mich. 
Nov. 25 filed 88,000 shares of common stock (par $3) 
to be offered in exchange for common stock of Bryant 
Chucking Grinder Co. of Springfield, Va., at rate of 
four-tenths of an Ex-Cell-O share for each full Bryant 
share. Offer will become effective upon acceptance by 
holders of not less than 209,000 shares (95%) of all com- 
mon stock of Bryant outstanding. Underwriter—None. 


Famous Virginia Foods Corp. 
Nov. 6 (letter of notification) 5,000 shares of common 
stock. Price—$6.67 per share. Proceeds—To selling 
stockholder. Office—922 Jefferson St., Lynchburg, Va. 
Underwriter—Whitney & Co., Inc., Washington, D. C. 


First International Fire Insurance Co. 
Aug. 26 (letter of notification) 100,000 shares of common 
stock (par $1). Price — $3 per share. Proceeds — For 
capital and surplus and for first year’s deficit. Office— 
3395 S. Bannock St., Englewood, Colo. Underwriter — 
American Underwriters, Inc., Englewood, Colo 


* First Leaseback Corp., Washington, D. C. 

Nov. 27 filed 500,000 shares of class A common stock 

(par tive cents). Price —$5 per share. Preceeds — To 

purchase properties. Underwriter — Whitmore, Bruce 
& Co., Washington, D. C. 


First National Life Insurance Co., Phoenix, Ariz. 

Juiy 29 filed 106,500 shares of common stock (par $4), 
of which 90,000 shares are to be offered publicly and 
16,500 shares to employees pursuant to stock purchase 
options. Price—To public, $12 per share. Proceeds—For 
expansion and other corporate purposes. Underwriter— 
None. 
® Fiorida Steel Corp., Tampa, Fla. 
Nov. 12 filed 86,000 shares of common stock (par $1) 
being offerec for subscription by common stockholders 
of record Nov. 29, 1957, at the rate of one new share 
for each 10 sheres held (with an oversubscription privi- 
lege); rights to expire on Dec. 16. Price—$10.50 per 
share. Proceeds—Togcther with bank ‘'oans t> ecn- 
struct new steel mill. Underwriters — McDonald & Co., 
Cleveland, Ohio, and Kiddei, Peabody & Co., New York, 
Me: 

Fluorspar Corp. of America 
Nov. 12 filed $1,406,000 aggregate market value of com- 
mon stock (number of shares to be supplied by amend- 
ment). Price—Also to be supplied by amendment. Pro- 
ceeds—To finance additional exploration work on min- 
ing properties and to provide working capital. Office— 
Portland, Ore. 

Food Fair Properties, Inc. (12/6) 

Nov. 12 fited: 2,499,116 shares of common stock (par one 
cent) to be offered for subscription by common stock- 
holders of record about Dec. 6, 1957, on the basis of one 
new share for each two shares held; rights to expire 
on Dec. 20, 1957. Price—To be supplied by amendment. 
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Proceeds—To repay bank loans and for real estate oper- 
tions and financing. Underwriter—Eastman Dillon, Union 
Securities & Co.. New York. Food Fair Stores, Inc., 
owner of about 45% of the outstanding common stock, 
has indicated that it intends to exercise its subscription 
rights. 

% Ford Home Leases, Inc. 

Nov. 29 (letter of notification) $250,000 of 6% sub- 
ordinated debentures due Jan. 1, 1968 and 12,500 shares 
of class A common stock (par $1) to be offered in units 
of a $100 debenture and five shares of stock. Price— 
$100 per unit. Proceeds—To repay $90,000 of notes and 
for general corporate purposes. Business—Financing of 
homes. Office — McDonough, N. Y. Underwriter — 
Philipson & Co., Utica, N. Y. 


Forest Laboratories, Inc. 
Aug. 28 filed 200,000 shares of capital stock (par 10 
cents). Price—$2.50 per share. Proceeds—For sales pro- 
motion of company’s products, working capital, addi- 
tional inventory and accounts receivable, for research 
and development and for other general corporate pur- 
poses. Office—Brooklyn, N. Y. Underwriters—Alfred L. 


2h a Co., New York; and H. Carroll & Co., Denver, 
olo. 


% Freeman Electric Construction Co., Inc. 

Nov. 27 (letter of notification) 100,000 shares of common 
stock (par 10 cents). Price — $3 per share. Proceeds — 
To reduce accounts payable, etc. and for working capi- 
tal and general corporate purposes. Office — 49 West 
a St., New York 36, N. Y. Underwriter—To be named 
ater. 


General Aniline & Film Corp., New York 

Jan. 14 filed 426,988 shares of common A stock (no par) 
and 1,537,500 shares of common B stock (par $1). Pro- 
ceeds—To the Attorney General of the United States 
Underwriter—To be determined by competitive bidding 
Probable bidders: Blyth & Co., Inc., and The First Bos- 
ton Corp. (jointly); Kuhn, Loeb & Co., Lehman Brothers 
and Gtlore, Forgan & Co. (jointly). Bids — Had been 
scheduled to be received up to 3:45 p.m. (EDT) on May 
13 at Room 654, 101 Indiana Ave., N. W., Washington 25. 
D. C., but bidding has been postponed. 


' General Automatics Corp., Atlanta, Ga. 

May 23 (letter of notification) 100,000 shares of common 
stock (par $1). Price—$2 per share. Proceeds—To es- 
tablish production facilities for manufacture and assem- 
bly of controls; and for other corporate purposes. Ad- 
dress—c/o Positronic Corp., 2572 Ridgemore Road, N W.., 
— Ga. Underwriters—Armstrong & Co., Atlanta. 

a. 


General! Credit, Inc., Washington, D. C. 

Aug. 17, 1956 filed $2,000,000 of 6% subordinated sink- 
ing fund debentures, due Sept. 1, 1971, with detachable 
warrants to purchase 160,000 shares of participating 
preference stock, to be offered in units of $500 of deben- 
tures and 40 warrants. Price—$500 per unit. Proceeds— 
For expansion and working capital. Underwriter—None 
named. Offering to be made through selected dealers 
Application is still pending with SEC. 





December 5 (Thursday) 


Baltimore & Ohio RR.____._____ Equip. Trust Ctfs. 
(Bids noon EST) $3,435,000 


Wisconsin Public Service Corp..___-------- Bonds 
(Bids 10 a.m. EST) $7,000,000 
December 6 (Friday) 
Food Fair Properties, Inc.__.-.--~---- _.Common 
(Offering to stockholders—-underwritten by Eastman Dilion, 
Union Securities & Co.) 2,499,116 shares 


Deceinber 9 (Monday) 
Chesapeake & Potomac Telephone Co. of 


i a A Rg MSS 5 _Debentures 
(Bids 11:30 a.m. EST) $30,000,000 
SN ne en ks Cwan etna ane Common 
(Mortimer B. Burnside & Co. ‘Inc. ) 69, 000 share 
Motel Co. of Roanoke, Inc.____----------- Common 


{Southeastern Securities Corp.) $300,000 


December 10 (Tuesday) 
pS RE SEE Bonds 
(Bids noon EST) $3,000,000 
December 11 (Wednesday ) 


Baltimore & Ohio RR.__-_----- Eauip. Trust Ctfs. 
(Bids to be invited) $3,435,000 

Chicago & North Western Ry.__Eouip. Trust Ctfs. 

(Bids noon CST) $1,545,000 
Commonwealth Oi] Refining Co. -_.-Debentures 
(The First Boston Corp.) $20,000,000 

Southwestern States Telephone Co._-_--~-- Preferred 

(Dean Witter & Co.) $4,000,000 


Suburben Miectrie Oo... ...........+......... Bonds 
(Bids 11 a.m. EST) $4,500.000 


Ne-ember 12 (Thursday) 


Electro Instruments, Inc._____-_-----------Common 
(Bear, Stearns & Co. and Paine, Webber, Jackson & 
Curtis) 150,000 "snares 
en Common 


(D. Gleich Co.; Stanley Heller & Co.; Aetna Securities Corp.; 
Roman & Johnson; and Michael G. Kletz & Co.) $270,000 


Litecraft Industries, Ltd.___.__._..._._._._.. Debentures 
(P. W. Brooks & Co., Inc.) $500,000 
Litecraft I~dustries Ltd.........--------- Common 
(P W. Brooks & Co., Inc.) $250,000 
National Cylinder Gas Co... --------- Dehontures 
(Merril? Lynch. Pierce, Fenner & Beane) $17,500,000 
Permian Basin Piveline Co....-.--------- Common 


(Offering. to stockhoiders—no underwriting) 826,500 shares 


ISSUE CALENDAR 


December 16 (Monday) 


American Israeli Paper Mills, Ltd..__Series B ord. 
(Lee Higginson Corp.) $6,000,000 


Roach (Hal) Productions______.._-...._..Common 
(S. D. Fuller & Co.) $1,125,000 
December 19 (Thursday) 
Consolidated Cement Corp._---------- Debentures 


(Merrill Lynch, Pierce, Fenner & Beane) $5,000,000 


December 20 (Friday) 


ER, a ee Debentures 
(McDonald, Holman & Co., Inc.) $500,000 


January 7, 1958 (Tuesday) 


Columbus & Southern Ohio Electric Co.....Bonds 
(Bids 11 a.m. EST) $14,000,000 
January 9, 1958 (Thursday) 
Connecticut Light & Power Co.___--.------- Bonds 
(Putnam & Co.;: Chas. W. Scranton & Co.; and Estabrook 
& Co.) $30,000,000 
January 14, 1958 (Tuesday) 
Commonwealth Edison Co.__---- Bonds Debentures 
(Bids to be invited) $50,000,000 
January 15, 1958 (Wednesday) 
Pacific Power & Light Co. .---- _.____.._ Bonds 
(Bids to b- invited) $15, 000, 000 
Pacific Power & Light Co...--...------- Preferred 
(Bids to be invited) $10,000,000 
January 21, 1958 (Tuesday) 
Pacific Gas & Electric Co....-..----------- Bonds 
(Bids to be invited) $60,000,000 


January 22, 1958 (Wednesday) 


Norfolk & Western Ry au Equip. Trust Ctfs. 
(Bids noon EST) $4,140,000 


February 7, 1958 (Friday) 


American Telephone & Telegrpah Co.__Debentures 
(Offering to stockholders—no underwriting) about $720,000,000 


February 13, 1958 (Thursday) 


Indiana & Michigan Electric Co 
(Bids 11 a.m. EST) $25,000,000 
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Generali Parking, Inc. 
June 18 (letter of notification) 240,000 shares of common 
stock (par $1). Price—$1.25 per share. Proceeds—To re- 
tire outstanding debt; for expansion of subsidiary cor- 
poration and for working capital. Office—c/o Edwin 
F. Clements, 5312 Glenwood Ave., Youngstown, Ohio. 
Underwriter—L. L. LaFortune & Co., Las Vegas, Nev. 


Genie Craft Corp. 

Aug. 8 (letter of notification) $100,000 of 10-year 6% 
convertible debentures and 120,000 shares of common 
stock (par 10 cents) to be offered in units of one $50 
debenture and 20 shares of common stock. Price—$100 
per unit. Proceeds—To discharge short term obligations; 
purchase merchandise inventory; and for working cap- 
ital. Office — 1022 18st St., N. W., Washington. D. C. 
Underwriter—Whitney & Co., Inc., Washington, a. << 


®@ Gold Seal Dairy Products Corp. 

Oct. 25 filed 175,006 shares of class A stock (par 10 
cents) of which 15,000 shares are to be reserved 
for prior offer to employees. Price — To be sup- 
plied by amendment. Proceeds—To acquire outstanding 
stock of Kulka Electric Manufacturing Co., Inc. Office 
—Elizabeth, N. J. Underwriter—Amos Treat & Co., Inc., 
New York. Statement has been withdrawn. 


Great Divide Oil Corp. 
Oct. 11 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1l per share. Proceeds— 
To pay balance on oil and gas properties, and unsecured 
notes and for drilling and working capital. Office—207 
Newhouse Bldg., Salt Lake City, Utah. Underwriter— 
Birkenmayer & Co., Denver, Colo. 


Great Northern Life Insurance Co. 
Oct. 7 (letter of notification) 44,400 shares of common 
stock (par $1). Price—$6.75 per share. Proceeds—For 
capital stock and unassigned surplus. Office — 119 W. 
Rudisill Blvd., Fort Wayne, Ind. Underwriter—North- 
western Investment Inc., Fort Wayne, Ind. 


Guardian Insurance Corp., Baltimore, Md. 
Aug. 16 filed 300,000 shares of common stock. of which 
200,000 shares are to be publicly offered and the remain- 
ing 100,000 shares reserved for issuance upo:: exercise 
of warrants which are to be sold at 25 cents per warrant 
to organizers, incorporators, management, and/vur direc- 
tors. Price—$10 per share. Proceeds—For working cap- 
ital and general corporate purposes. Underwriter—None. 


Gulf States Land & Industries, Inc. 

Sept. 25 filed 316,814 shares of common stock (par 50 
cents) and $2,754,900 6% first mortgage sinking fund 
bonds due 1972 being offered in exchange for the out- 
standing $4.50 prior preferred stock on the following 
basis: For each preferred share (a) 11% shares of com- 
mon stock, or (b) $100 of bonds, plus 1% shares of 
stock. The offer, which is conditioned upon its accept- 
ance by holders of at least 85% of the 27,549 outstand- 
ing preferred shares, will expire on Dec. 20. Dealer- 
Manager—-Howard, Weil, Labouisse, Friedrichs & Co., 
New Orleans, La. Statement effective Nov. 13. 


Hartford Electric Light Co. 
Oct. 8 filed $2,400,000 of 3% secured debentures, series 
A, due Aug. 1, 1967, being offered in exchange for 3% 
first and general mortgage bonds, series D, due May 1, 
1982, of Connecticut Power Co. on a par-for-par basis 
The exchange offer expires on Dec. 27. Underwriter 
—None. 


Home Owners Life Insurance Co. 
Nov. 1 filed 50,000 shares of class A common stock to be 
offered to the public at $5 per share and 116,366 shares 
of class B common stock to be offered to stockholders - 
at $6 per share at the rate of two new shares for each 
five shares held. Proceeds—For working capital. Office 
—Fort Lauderdale, Fla. Underwriter—None. 


Horace Mann Fund, Inc., Springfieid, fll. 
June 27 filed 100,000 shares of capital stock (par $1). 
Price—At market. Proceeds—For investment. Distrib- 
utor and Investment Manager—Horace Mann Investors, 
Inc., Des Moines, Ia., of which Charles F. Martin is also 
President. Office—216 E. Monroe St., Springfield, Il. 

Horlac Mines, Ltd. 
Nov. 20 (letter of notification) 300,000 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds— 
To repay loan, to purchase equipment and machinery 
and for working capital. Office—1551-A Eglinton Ave. 
West, Toronto 10, Ont., Canada. Underwriter—D’Amico 
& Co., Inc., Buffalo, N. Y 


Hydra- Power Corp. (12/12) 

Nov. 22 (letter of notification) 90.000 shares of com- 
mon steck (par 10 cents) Price—$3 per share. Pro- 
ceeds—To retire $100,000 of debentures and for general 
corporate purposes. Office—New Rochelle, N. Y. Un- 
derwriters—D. Gleich Co., Stanley Heller & Co., Aetna 
Securities Corp. and Michael G K'etz & Co., Inc., all 
of New York; and Roman & Johnson of Fort Lauder- 
dale, Fla. 


international Staple & Machine Co. 
Oct. 14 (letter of notification) 20,000 shares of 6% cumu- 
lative preferred stock of which 10,000 shares are to be 
offered to the public and the remainder to stockholders 
of record Oct. 10, 1957 in exchange for seven shares of 
common for each share of preferred. Both subscription 
and tenders for exchange must be received on or before 
Nov. 30, 1957. Price—At par ($10 per share). Proceeds 
—For working capital. Office—497 Union Trust Build- 
ing, Pittsburgh 19, Pa. Underwriter—None. 

Intra State Telephone Co. 
Sept. 27 filed 4,900 shares of common stock being offered 
for subscription by common stockholders on the basis 
of one new share for each two shares held of record Oct. 
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18, 1957; righis to expire on Dec. 16, 1957. Prite—At par 
($100 per share). Proceeds—To reduce bank loans. Of- 
fice—Galesburg, Ill. Underwriter—None. Statement ef- 
fective Oct. 23. 


isthmus Steamship & Salvage Co., Miami, Fila. 
May 21 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—To purchase a ship and for working capital. Under- 
writer—Anderson Cook Co., Inc., Palm Beach, Fla. 


Janaf, Inc., Washington, D. C. 

July 30 filed $10,000,000 of 512-8% sinking fund deben- 
tures due Aug. 1, 1972 and 100,000 shares of common 
stock (par 20. cents) to be offered in units of a $1,000 
debenture and 10 shares of stock, or a $100 debenture 
and one share of stock. Price—Par for debenture, plus 
$2 per share for each 10 shares of Stock. Preceeds—For 
construction of a shopping center and other capital im- 
provements: for retirement of present preferred shares; 
and for working capital, etc. Underwriter—None. 


% Koeller Air Products, Inc. 

Nov. 25 (letter of notification) 150,000 shares of common 
stock (par tive cents). Price—S2 per share. Proceeds— 
For capital expenditures, equipment, repayment of 
loans and working capital. Business—Welding and cut- 
ting equipment. Office — 253 Boulevard, Hasbrouck 
Heights, N. J. Underwriter—Pierre Rossini Co., West- 
wood, N. J. 


® Litecraft Industries Ltd., Passaic, N. J. 
(12/12-18) 
Nov. 22 filed $500,000 of 612% sinking fund debentures 
due 1977 (with warrants attached) and 50,000 shares 
of common stock (par $1). Price—Of debentures, 100% 
and accrued interest; and of stock, $5 per share, Pro- 
ceeds—To retire mortgage and other indebtedness; to 
purchase machinery; and for working capital. Business 
—Manufacture of incandescent and fluorescent lighting 
fixtures. Underwriter—P. W. Brooks & Co., Inc., New 
York. 
%& Luxene, Inc. 
Wov. 26 (letter of notification) 18,000 shares of common 
stock (par $1). Price—$10 per share. Proceeds—To sell- 
ing stockholders. Office—118 East 25th St., New York, 
WN. Y. Underwriter—None. 


Magdalena Mining & Milling Co. 
Nov. 7 (letter of notification) $260,000 of 7% sinking 
fund debentures due 1960 and 65,000 shares of common 
stock (par $1) to be offered in units of one $100 deben- 
ture and 25 shares of common stock. Price — $100 per 
unit. Proceeds — For mining expenses. Office — 1260 
Simms St., Lakewood, Colo. Underwriter—Peters, Writer 
& Christensen, Inc., Denver, Colo. 


Mascot Mines, Inc., Kellogg, Idaho 
June 3 (letter of notification) 800,000 shares of common 
stock. Price—At par (17% cents per share). Proceeds 
—For mining expenses. Office—Sidney Bldg., Kellogg, 
Idaho, Malcolm C. Brown is President. Underwriter— 
—" Securities Corp., Spokane, Wash., and Kellogg, 
daho. 


%* Massachusetts Investors Growth Stock Fund, 
incorporated 

Dec. 2 filed (by amendment) 

shares of capital steel. 

For investment. 


* McConnell (Russell), Dorset, Ohio 

Dec. 2 filed $50,000 of participating interests in the 
“Warpula Well Number One” and “Walker Well Number 
Onc.” Proceeds—To finance drilling of two explora- 
tory wells. Underwriter—None. 


Monticello Associates, Inc. 

Feb. 18 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds — For 
capital expenditures, including construction of motel, 
roadside restaurant and gas station. Business—Has been 
processing and selling of gravel. Office—203 Broadway, 
Monticello, N. Y. Underwriter—Walnut Securities Corp., 
Philadelphia, Pa. 


® Montreal (City of) 

Novy. 15 filed $11,000,000 of sinking fund debentures due 
Jan. 1, 1978 and $7,000,000 of sinking fund debentures 
due Jan. 15, 1978. Price—To be supplied by amendment. 
Proceeds For public works and local improvements. 
Offering—Has been withdrawn. Will be an internal issue. 


Mortgage Clubs of America, Inc. 

Aug. 19 filed $1,000,000 of participation units in second 
mortgages of real estate to be offered for public sale in 
units of $100, plus a sales commission of $10 per unit 
to the company. Proceeds—To be invested in small loans 
secured by second mortgage on home properties. Office 
—Springfield, Mass. Underwriter—None. Charles Hersh- 
man is President. 


Motel Co. of Roanoke, Inc., Roanoke, Va. (129) 





an additional 1,000,000 
Price—At market. Proceeds— 








Noy. 18 (letter of notification) 60,000 shares of common 
stock (par 40 cents). Price—$5 per share. Proceeds— 
For purchase of land, construction and working capital. 


Underwriter—Southeastern Securities Corp., New York. 


Municipal Investment Trust Fund, Inc. (N. Y.) 
May 9 filed 5,060 units of undivided interests in Munic- 
ipal Investment Trust Fund, Series A. Price—At market 
Proceeds—For investment. Sponsor—Ira Haupt & Co.. 
New York. 

Nassau Fund, Princeton, N. J. 

May 8 filed 250,000 shares of common stock. Price—At 
market. Preceeds—For investment. Office—10 Nassau 
St., Princeton, N. J. Investment Advisor — Harland W 
Hoisington, Inc., same address. 
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National Biochemicals, Inc. 
Sept. 10 (letter of notification) 100,000 shares of com- 
mon stock (par 10 cents). Priee—$3 per share. Proceeds 
—For cost of plant and inventory and for general cor- 
porate purposes. Office—Room 202 Houston Title Bldg., 
Houston, Tex. Underwriter—Scott Taylor & Co., Inc. 
New York, N. Y. 


® National Cylinder Gas Co. (12/12) 

Aug. 28 filed $17,500,000 of subordinated debentures due 
Sept. 1, 1977 (convertible on or before Sept. 1, 1967). 
Price — To be supplied by amendment. Proceeds — For 
expansion and working capital. Underwriter — Merriil 
Lynch, Pierce, Fenner & Beane, New York. 


National Lithium Corp., New York 

Feb. 19 filed 3,120,000 shares of common stock (par one 
cent). Price—$1.25 per share. Proceeds—For acquisi- 
tion of properties; for ore testing program; for assess- 
ment work on the Yellowknife properties; and for cost 
of a concentration plant, mining equipment, etc. Under- 
writer—Gearhart & Otis, Inc., New York. Statement ex- 
pected to be amended. 


* National Mortgage Discount Corp., Waco, Texas 
Nov. 27 filed 10,000 shares of class A preferred stock 
(no par) and 5,000 shares of class B preferred stock (no 
par). Pricee—$100 per share. Proceeds—For investment 
in real estate notes, for reserve for real estate develop- 
inent and general corporate purposes. Underwriter— 
Proctor Elder Securities Co., Ltd., Fort Worth, Texas. 


® Natural Gas Pipeline Co. of America 

Nov. 19 filed $40,000,000 of first mortgage pipeline bonds 
due 1977. Price—To be supplied by amendment. Pro- 
ceeds — To reduce bank loans. Underwriters — Dillon, 
Read & Co. Inc. and Halsey, Stuart & Co. Inc., both 
of New York, Offering—Temporarily postponed. 


® New Orleans Public Service inc. 

Nov. 12 (letter of notification) 5.965 shares of common 
stock (no par) being offered for subscription by minority 
stockholders of record Dec. 2, 1957 on the basis of one 
new share for each eight shares held; rights to expire 
on Dec. 26. Price—$25 per share. Proceeds—fFor con- 
struction program. Office—317 Baronne St., New Or- 
leans, La. Underwriter—None. 


Nichols, Inc., Exeter, N. H. 
Nov. 14 filed 25,000 shares of common stock (no par). 
Price—$27 per share. Proceeds—To repay short term 
bank loans and for working capital. Business — Sells 
hatching eggs and day-old chicks. Underwriter—None. 
George E. Coleman, Jr., is President. 


* North American Finance Co., Phoenix, Ariz. 

Nov. 27 filed 360,000 shares of class B common stock 
(par $1). Price—S5 per share. Proceeds—For working 
capital and other corporate purposes, Underwriter— 
None. Sales to be made through Eugene M. Rosenson, 
President, and Marcus T. Baumann, Vice-President and 
Treasurer, 


Nuclear Science & Engineering Corp. 
Sept. 20 filed 100,000 shares of common stock (par 25 
cents). Price—To be supplied by amendment. Proceeds 
—To prepay indebtedness to Norden-Ketay Corp., to 
purchase additional equipment and for working capital 
Underwriter—Hayden, Stone & Co., New York. Offer- 


ing—Temporarily postponed because of market condi- 
tions. 


Oil & Gas Ventures—First 1958 Fund, Ltd. and 
Oil & Gas Ventures—Second 1958 Fund, Ltd., 
Madison, WN. J. 

Oct. 29 filed $2,500,000 of participations in capital as lim- 
ited partnership interests to be offered in $25,000 mini- 
mum amounts. Proceeds—For acquisition, exploration, 
etc. of oil properties. Underwriter — Mineral Projects 
Co., Ltd., Madison, N. J. 


Oil & Mineral Operations, Inc. 
Nov. 4 (letter of notification) 100,000 shares of common 
stock (par $1). Price—$2.50 per share. Proceeds—For 
development of oil and mineral properties. Office—208 
Wright Bidg., Tulsa, Okla. Underwriter—Universal Se- 
curities Co., 201 Enterprise Bldg., Tulsa 3, Okla. 


Old American Life Co., Seattle, Wash. 
July 22 filed 15,825 shares of class A stock (par $10) and 
3,165 shares of common stock (par $10) to be offered in 
units of one common share and three class A shares. 
Price—$260 per unit. Proceeds — For working capital 
and other corporate purposes. Underwriter—None. 


Pacific Great Eastern Ry. 
Oct. 25 filed $30,000,000 of sinking fund debentures, 
series D, due 1987 (guaranteed unconditionally as to 
principal and interest by the Province of British Colum- 
bia). Price—To be supplied by amendment. Proceeds— 
To repay bank loans. Underwriters—Morgan Stanley & 
Co., Harris & Partners, Inc. and Burns Bros. & Denton, 
Inc., all of New York. Offering—Indefinitely postponed. 


Pacific Petroleums, Ltd. 
Oct. 11 filed 1,603,998 shares of common stock (par $1), 
of which 1,588,998 shares are to be offered in exchange 
for outstanding Merrill Petroleums, Ltd. common stock 
at the rate of one Pacific share for each two Merrill 
shares; the remaining 15,000 shares are to be issuable 
upon exercise of presently outstanding options granted 
by Merrill, which options will be assumed by Pacific 
Office—Calgary, Alberta, Canada. Underwriter—None. 
Statement effective Nov. 153. 


Pan American Tool Co., Houston, Texas 
Oct. 28 filed 165,000 shares of common stock (par $1), 
to be offered in blocks of not less than 3,000 shares. Price 
—To be supplied by amendment. Proceeds — To dis- 
charge trade accounts payable, to buy tools and equip- 
ment and for working capital. Underwriter—None. 


Pearce-Simpson, Inc., Miami, Fla. 
Nov. 7 filed 415,450 shares of common stock (par 59 
cents). Price—$1 per share. Proceeds—For capiial ex- 
penditures; to retire loans and notes outstanding: and 
for inventories, tools, and other corporate purposes 
Underwriter—Christopher Corp., Miami, Fla. , 


Peoples Security Investment Co. 

Oct. 28 filed 1,000,000 preorganization subscriptions to 
class A voting common stock and 250,000 preorganization 
subscriptions to class B non-voting common stock to be 
offered in units of four class A shares and one class B 
share, the purchaser agreeing to donate each class RB 
share to the Peopies Security Foundation for Christian 
Education, to be incorporated as a non-profit corpora. 
tion. Price—$2 per share. Proceeds — For capital and 
surplus to finance a proposed insurance company to be 
named Peoples Security & Endowment Co. of America 
Office — Montgomery, Ala. Underwriter — None. T, J. 
Patterson is President. 


® Permian Basin Pipeline Co. (12/12) 

Nov. 22 filed 826,500 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
at rate of one new share for each two shares held of 
record Dec. 12, 1957; rights to expire on Dec. 31. Price 
—To be supplied by amendment. Proceeds—Together 
with other funds, to repay advances from Northern 
Natural Gas Co., the parent, and for construction pro. 
gram. Underwriter—None. 


Pittsburgh Brewing Co., Pittsburgh, Pa. 

Nov. 15 filed $5,646,750 of 5% sinking fund income sub. 
oridnated debentures due Oct. 31, 1992; 112,935 shares of 
common stock (par $1); and 451,740 warrants to pur. 
chase 451,740 additional shares of common stock to be 
offered in units of $50 of debentures, one common share 
and warrants to purchase four common shares to be 
offered in exchange for each outstanding share of pre. 
ferred stock (par $25) plus accrued dividends. Purpose 
—To eliminate or reduce preferred dividend arrearages, 
Underwriter—N one. 


Pieasant Valley Oil & Mining Corp. 
Sept. 30 (letter of notification) 2,000,000 shares of com- 
mon stock. Price—At par (five cents per share). Pro- 
ceeds — For geological, studies, reserve for contingent 
liability, for machinery and equipment and other re- 
serves. Office — 616 Judge Bldg., Salt Lake City, Utah, 
Underwriter—Steven Randall & Co., Inc., New York. 


Polytronic Research, Inc. 

Nov. 4 (letter of notification) 80,000 shares of common 
stock (par 10 cents). Price—$2.50 per share. Proceeds—. 
For equipment and research, development program and 
working capital. Office—4130 Howard Ave., Kensing- 
ton, Md. Underwriters—First Washington Corp. and The 
Stanford Corp., both of Washington, D. C. Change of 
Name—Formerly Acme Tool & Engineering Corp. 


* Public Savings Life Insurance Co. 

Nov. 29 filed 113,000 shares of common stock (par 50 
cents). Price—To be supplied by amendment. Proceeds 
—To Public Savings Insurance Co., the selling stock- 
holder. Office—Charleston, S. C. Underwriter—None. 


Pyramid Mining & Metai Corp. 
Oct. 24 (letter of notification) 236,000 shares of common 
stock (par $1). Price—$1.25 per share. Proceeds—For 
mining expenses. Office — 508 Great Plains Life Bldg., 


Lubbock, Tex. Underwriter—Sterling Securities Co., Inc. 
Odessa, Tex. 


Ramapo Uranium Corp. (New York) 
Aug. 13 filed 125,000 shares of common stock (par one 
cent). Price—$5 per share. Proceeds—For exploration 
and development of properties and completion of a ura- 
nium concentrating pilor mill. Office—295 Madison Ave., 
New York 17, N. Y. Underwriter—None. 

Reichhold Chemicals, Inc. 
Oct. 10 filed 200,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds--For 
expansion program and working capital. Underwriter— 
Blyth & Co., Inc., New York. Offering — Temporarily 
postponed. 

Research Instrument Corp. 
Oct. 7 (letter of notification) $124,000 of 10-year 10% 
convertible debentures and 12,500 shares of common 
Stock (no par) to be offered in units of one $100 debenture 
and ten shares of common steck. Price—$206 per unit. 
Proceeds—For equipment, working capital and inven- 
tory. Office—7962 S. E. Powell Blvd., Portland, Ore. 
Underwriter—Campbell & Robbins, Inc., Portland, Ore. 

Resolute Bay Trading Co., Ltd. 
Oct. 29 (letter of notification) 30,000 shares of common 
stock. Price—At par ($5 per share). Proeeeds—For work- 
ing capital, etc. Business—Purchase and sale of commo- 
dities. Office—St. John, N. B., Canada. Underwriter— 
Irving Weis & Co., New York. 
* Roach (Hal) Productions (12/16-20) 
Aug. 8 filed 375,000 shares of common stock (par $1). 
Price—$3 per share. Proceeds—For expansion of pro- 
duction of filmed television commercials and for working 
capital. Business—Produces films for television. Office 
—Culver City, Calif. Underwriter—S D. Fuller & Co. 
New York. Statement effective Nov. 14. 


* Rocky Mountain Quarter Racing Association 
Oct. 31 (leiter 01 notification) 300,000 shares of commo! 
stock. Price—At par ($1 per share), Proceeds—To 1e- 
pay outstnding indebtedness. Office — Littleton, Co!0. 
Underwriter—R. B. Ford Co. 

Rose Records, Inc. 


July 22 (letter of notification) 11,022 shares of common 
stock. Price—At par ($1 per share). Proceeds—For work- 
ing capital. Office—705 South Husband St., Stillwater, 


Okla. Underwriter—Richar ee y, 
Stillwater, Okla. rd B. Burns Securities Agenc) 
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@ Rule (C. F.) Construction Co. 

Sept. 13 filed 127,289 shares of common stock (par $10). 
Price—$13 per share. Proceeds—To retire outstanding 
loans and for working capital and investment in addi- 
tional equipment. Offiee—Nashville, Tenn. Underwriter 
—None. Statement effective Nov. 20. 


St. Louis Insurance Corp., St. Louis, Mo. 
March 27 filed 1,250 shares of class C cumulative pre- 
ferred stock (par $57). Price—$97 per share. Proceeds 
—To R. M. Realty Co., who is the selling stockholder. 
Underwriter — Yates, Heitnmer & Woods, St. Louis, Mo. 
Offering—Indefinitely postponed. 

Schering Corp., Bloomfield, N. J. 
Sept. 19 filed 278,983 shares of 5% cumulative con- 
vertible preferred stock (par $30) and 418,475 shares of 
commen stock (par $1) to be issued in exchange for 
stoek of White Laboratories, Inc. (which is to be merged 
with Schering Corp. effective Sept. 19, 1957) on the 
basis of one share of preferred stock and 1% shares of 
common stock for each White class A or class B com- 
mon share held. Underwriter—None. 


% Sentinel Security Life Insurance Co. 
Nov. 27 filed 5,000 shares of common stock (par $10). 
Price—To be supplicd by amendment. Preceeds—For 
working capital. Office—Salt Lake City, Utah. Under- 
writer—None. 

Shacron Qil Corp. 
Sept. 11 (letter of notification) 40,000 shares of common 
stock ((par $1)-to be offered for subscription by stock- 
holders; then to public. Price—$1.25 per share to stock- 
holders; $1.37% to public. Preceeds—For expenses in- 
cidental to drilling of oil wells. Office—Suite 14, 1500 
Massachusetts Ave., N. W., Washington, D. C. Under- 
writer—None. — | 
Oct. 10 filed 155,000 shares of common stock (par $1). 
Price—-To be supplied by amendment. Preceeds—To two 
selling stockholders. Underwriter—Merrill Lynch, Pierce, 
— & Beane, New York. Offering—Temporarily de- 
ayed. 
@ Southers Colerade:.Power Co. 
Oct. 21 filed $1,780,780 of convertible debentures due 
Dec. 1, 1972 to be offered for subscription by common 
stockholders on the basis of $100 of debentures for each 
40 shares of stock held as of Nov. 26 1957; rights to ex- 
pire on Dec. £3, 1957. Price+4100% ef principal amount. 
Proceeds—Together with funds from private sale of 
$1,500,000 5%3% first mortgage bonds, to repay bank 
loans and for new construction. Underwriters—Stone & 
Webster Securities Corp. and Paine, Webber, Jackson & 
Curtis, both of New York. 


® Southwestern States Telephone Co. (12/11) 
Nov. 20 filed 160,000 shares of cumulative preferred 
stock, $1.44 dividend convertible series (par $25). Price 
—To be supplied by amendment. Preceeds—To repay 
bank loans and. for construction program. Underwriter 
—Dean Witter.& Co., San Francisco, Calif. 


Sovereign Resources, Inc. 
Nov. 19 (letter ot notification) 1,500 shares of 7% cumu- 
lative preierred stock. Price—At par ($100 per share). 
Proceeds—For constructicn, payment ot promissory note 
and working, capital. Offiee—3309 Winthrop St., Fort 
Worth, ‘Tex. Underwriter—Rcilly, Hoffman & Sweeney, 
Ine., New York, N: -Y. 


Standard Oil Co. (New Jersey) 

Oct. 15 filed 6,549,124 shares of capital stock (par $7) 
being offered for subscription by stockholders of record 
Nov. 8, 1957, at the rate of one new share for each 30 
shares held; rights to expire on Dec. 18, 1957. Price—$44 
per share. Proceeds—To increase investments in sub- 
sidiary and affiliated companies. Underwriter—Morgan 
Stanley & Co., New York. 


Standard Steel Products Manufacturing Co. 
Oct. 3 (letter of notification) $165,000 of 7% 10-year 
debentures, 11,000 shares of common stock ( par $2.50) 
and warrants to buy 11,000 additional common shares 
to be offered in units of $30 principal amount of deben- 
tures, two shares of stock and a warrant to buy two 
common shares at $7.50 each. Price—$45 per unit. Pro- 
ceeds — For equipment and working capital. Office— 
2836 S. 16th St., Milwaukee, Wis. Underwriter — The 
Milwaukee Co., Milwaukee, Wis. 


* Stuart-Hall Co., Inc., Kansas City, Mo. 

Nov. 27 filed $650,000 of 20-year 6% convertible de- 
bentures due Dec. 15, 1977. Price—At par (in denom- 
mations of $1,000 each). Proceeds—For working capital 
and to reduce bank loans. Underwriter—White & Co., 
St. Louis, Mo. 


‘ Suburban Electric Co. (12/11) 

Nov. 5 filed $4,500,000 first mortgage bonds, series D, 
due 1987, Proceeds—To repay bank loans and for con- 
str uclion program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kidder, Peabody & Co. and White, Weld & 
Co. (jointly). Bids—To be received up to 11 a.m. (EST) 
on Dec. 11 at 441 Stuart St., Boston 16, Mass. 


Surinam Corp., Houston, Tex. 
Oct. 21 filed 10,000,000 shares of common stock (par 
one cent). Price—$1 per share. Proceeds—For explora- 
tion and exploitation of oil, gas and sulphur properties 


Underwriter—T. J. Campbell Investment Co., Inc., Hous- 
ton, Tex, 


Syntex Corp. (Republic of Panama) 
July 24 filed 1,165,750 shares of common stock (par $2) 
to be offered for subscription by common stockholders 
of Ogden Corp. on the basis of one new share for each 
four shares held and to holders of options on the basis 
of one share for each option to purchase four shares of 
Ogden common stock;.unsubscribed shares to be offered 


to certain employees and officers. Price—$2 per share. 
Proceeds—To pay outstanding obligations to Ogden Corp 
Underwriter—None. 

Tax Exempt Bond Fund, Inc., Washington, D. C. 
June 20 filed 40,000 shares of common stock. Price—$25 
per share. Proceeds — For investment. Underwriter— 
Equitable Securities Corp., Nashville, Tenn. Offering— 
Held up pending passing of necessary legislation by 
Congress. 

Tayior Instrument Companies 
Oct. 1 filed 99,195 shares of common stock (par $10) to 
be offered for subscription by common stockholders on 
the basts of one new share for each four shares held, 
Price—To be supplied by amendment. Proceeds — To 
retire short term bank loans and for working capital ang 
general corporate purposes. Office — Rochester, N. Y. 
Underwriter—The First Boston Corp., New York. Offer- 
ing——Indefinitely postponed. 

Tex-Star Oil & Gas Corp., Dallas, Texas 
Oct. 14 filed 600,000 shares of common stock (par $1) to 
be offered in exchange for leases on certain properties. 
Underwriter—None. 


Texam Oil Corp., San Antonio, Texas 

May 29 filed 300,000 shares of common stock (par $1), 
to be offered for subscription by common stockholders 
on a basis of two new shares for each share held. Price 
—To be supplied by amendment. Proceeds—To repay 
indebtedness, for acquisition and exploration of oil and 
gas leases, for drilling and completion of wells, and for 
other corporate purposes. Underwriter—None. 


Trans-America Uranium Mining Corp. 


Nov. 6 filed 3,060,000 shares of common stock (par one 


mill). Price—25 cents per share. Preceeds—For land 
acquisition, exploratory work, working capital, reserves, 
and other corporate purposes. Underwriter—None. Al- 
fred E. Owens of Waterloo, Ia., is President. 


*% Trans Continental Industries, Inc., Detroit, Mich. 
Dec. 2 filed $1,650,000 of 6° convertible subordinate 
debentures and 340,000 shares of common stock sold to 
a small group of investors. Proceeds — Together with 
other funds, to purchese assets of Highway Trailer Co. 
Underwriter—None. 

Utrich Manufacturing Co. 
Sept. 24 filed $600,000 of 6% sinking fund debentures 
and 30,000 shares of class A common stock (par $1) to 
be offered in units of $500 of debentures and 25 shares of 
stock. Price—To be supplied by amendment. Proceeds— 
To reduce bank loans, to repay all or part of an out- 
standing 5% term loan and/or provide additional work- 
ing capital. Offiee—Roanoke, Ill, Underwriter—White 
& Co., St. Louis, Mo., on a best-efforts basis. 

Union of South Africa 
Sept. 12 filed $15,000,000 10-year external loan bonds 
due Oct. 1, 1967. Price—To be supplied by amendment, 
Proceeds—For transportation development program. Un- 
derwriter—Dillon, Read & Co. Inc., New York. Offering 
—Postponed temporarily. 

United States Coconut Fiber Corp. 
Sept. 30 filed 735,000 shares of common stock (par $1). 
Price—$4 per share. Proceeds—For expansion program 
and other corporate purposes. Office—Washington, D. C. 
Underwriter — Southeastern Securities Corp., New York. 

United States Suiphur Corp. 
Oct. 8 filed 1,500,000 shares of common stock (par one 


cent). Price—$1 per share. Proceeds—For plant rental, . 


etc.; to retire corporate notes; for core drilling; for 
working capital; and for other exploration and develop- 
ment work. Office — Houston, Texas. Underwriter — 
None. 


Universal Drilling Co., Inc., New Orleans, La. 
Oct. 31 filed 400,000 shares of class A common stock 
(par $1). Price—$5.50 per share. Proceeds—To pay ob- 
ligations incurred and to be incurred in connection with 
construction and equipping of a drilling barge; and for 
working capital and other corporate purposes, Under- 
writer—Kohlmeyer & Ca., New Orleans, La. 

Uranium Corp. of America, Portiand, Ore. 

April 30 filed 1,250,000 shares of common stock (par 10 
cents). Price—To be supplied by amendment (expected 
to be $1 per share). Proceeds—For exploration purposes, 
Underwriter—To .be named by amendment. Graham Al- 
bert Griswold of Portland, Ore., is President. 


Warwick Valley Telephone Co. 
Oct. 24 (letter of notification) 4,708 shares of common 
stock (no par) to be offered for subscription by common 
stockholders on the basis of one new share for each two 
shares held. Price—$20 per share. Proceeds—For con- 
struction of new telephone plant. Office — 47-49 Main 
St., Warwick, N. Y. Underwriter—None. 


Washington National Development Corp. 

Oct. 2 (letter of notification) 50,000 shares of common 
stock (par $1) of which 34,280 shares are to be offered 
publicly at $1.20 per share and 15,720 shares are to be 
offered to certain individuals under options. Proceeds— 
For general corporate purposes. Office — 3612 Quesada 
St.. N. W., Washington, D, C. Underwriter—Wagner & 
Co., New York City. 


Western Chrome Inc. 
Nov. 4 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds — For 
mining expenses. Office Suite 901-902 Continental 
Bank Bldg., Salt Lake City, Utah. Underwriter—Utah 
General Securities, Inc., Salt Lake City, Utah. 





Western Copperada Mining Corp. (Canada) 
Aug. 30 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For de- 
velopment and exploratory work, drilling costs and sur- 
vey, and for working capital. Office — 1205 Phillips 
Square, Montreal, Canada Underwriter—Jean R. Veditz 
Co., Inc., New York. Offering—Expected at any time. 
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Wisconsin Public Service Corp. (12.5) 
Nov. 5 filed $7,000,000 of first mortgage bonds due Dec. 
1, 1987. Proceeds—For construction program and io 
repay bank loans. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kidder, Peabody & Co.; The Ffrst Boston 
Corp.; Merrill Lynch, Pierce, Fenner & Beane; Saiomon 
Bros. & Hutzler and Eastman Dillon, Union Securities & 
Co. (jointly); Dean Witter & Co.; Lehman Brothers; 
White, Weld & Co. Bids—To be received up to 10 a.m. 
(CST) on Dec. 5. at 231 So. La Salle St., Chicago 4, Il 


Wycotah Oil & Uranium, Inc., Denver, Colo. 
July 29 filed 375,000 shares of common stock (par $1). 
Price—$4 per share.. Preceeds—For acquisition of prop= 
erty and for other corporate purposes. Underwriter — 
Teden & Co. Inc, New York. Statement effective 
Oct, 24. 


Young (Donald W.) & Son, Inc. 

Nov. 14 (letter of notification) $75,000 of 10-year 6% 
debentures due Oct, 1, 1967, with common stock war- 
rants to purchase 7,500 shares of 10-cent par common 
stock at $1 per share. Price—$100 per unit of a $100 
debenture and one warrant. Preceeds—To repay short 
term debt and for working capital. Office—Stockholm, 
N. Y. Underwriter—Sherry Co., New York. 


Prospective Offerings 


Aircraft, Inc. 

July 9 it was reported company plans to issue and sel 
up to $12,500,000 common stock, following spin-off by 
California Eastern Aviation,: Inc. of its subsidiaries, 
Land-Air, Inc. and Air Carrier Service Covp. into Aire 
craft, Inc., a new company. Underwriter—Cruttenden, 
Podesta & Co., Chicago, Ill. 

American Telephone & Telegraph Co. (2/7) 
Nov. 20 it was announced company plans to offer to its 
stockholders an issue of approximately $720,000,000 of 
convertible debentures on the basis of $100 principal 
amount of debentures for each nine shares held. Sub- 
scription rights are expected to be mailed on or about 
Feb. 7, 1958 and the subscription’ period will run until 
about March 12, 1958. Preceeds—To meet’ demaud for 
new telephone facilities. Underwriter—None. 


*% Appalachian Electric Power Co. 
Dec. 2, it was reported that this company, a subsidiary 
of American Gas & Electric Co., plans to issue and sell 
$25,000,000 of first mortgage bonds. Preeeeds—To repay 
bank loans and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp.; Kuhn, Loeb & Co.; Harriman Ripley & Co. Ine, 
Offering—Expected to be made in May or June, 1953. 
Atlantic City Electric Co. 
April 9, Bayard L. England, President, announced that 
later this year the company will probably issue about 
$5,000,000 of convertible debentures, Preceeds—For con- 
struction program. Underwriter—May be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kuhn, Loeb & Co., Ameriean Securities Corp. 
and Wood, Struthers & Co. (jointly); White, Weld & Co. 
and Shields & Co. (jointly); The First Boston Corp. and 
Drexel & Co. (jointly); Eastman Dillon, Union Securi- 
ties & Co. and Smith, Barney & Co. (jointly); Lee Hig- 
ginson Corp.; Blyth & Co., Inc. 


Baltimore & Ohio RR. (12/5) (12/11) 
Bids will be received by the eompany at 2 Wall St., 
New York 5, N. Y., up to noon (EST) on Dec. 5 for 
the purchase from it of $3,435,000 equipment trust 
certificates. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler, Bids for an additional $3,435,=- 
000 of certificates are expected to be received on Dec, 11. 


Brooklyn Union Gas Co. ; 
Nov. 25 it was announced that company expects to issue 
and sell $22,000,000 of first mortgage bonds next April 
or May. Proceeds—To repay bank loans and for con- 
struction program. Underwriter—To be determined by 
competitive bidding. Probable bidders: Halsey, Siuart 
& Co. Ine.; Lehman Brothers; Blyth & Co., Inc., and 
F, S. Moseley & Co. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane; Harriman Ripley & Co. Inc. and The 
lirst Boston Corp, (jointly); White, Weld & Co. 


California Electric Power Co. 

Nov. 20, Cari C. Ernst, President, said that “it now 
appears we will be back to market more securities soon 
atter the first of the year.’ Proceeds—For repayment 
of bank loans and for new construction. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: (1) For any bonds—Halsey, Stuart & Co. Ine.; 
Kidder, Peabody & Co.; White, Weld & Co. (2) For 
common stock—Merrill Lynch, Pierce, Fenner & Beane; 
Carl M. Loeb, Rhoades & Co.; White, Weld & Co.; Kid- 
der, Peabody & Co. Any preferred stock may be sold 
on a negotiated basis, and underwriters may be Merrill 
Lynch, Pierce, Fenner & Beane and Kidder, Peabody 
& Co. (jointly). 


Cambridge Electric Light Co. 
Oct. 22 it was reported company may issue $4,500,000 
of first mortgage bonds, tnderwriter—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; The First Boston Corp.; and Coffin 
& Burr, Ine. and F. S. Moseley & Co. (jointly). Bids— 
Tentatively expected to be received in January. 


Central Illinois Public Service Co. 
April 9 it was reported company plans to issue and seD 
$10,000,000 of Ist mtge. bonds. Proceeds—To reduce bank 
loans and for construction program. Underwriter—To be 
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determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Equitable Securities Corp.; Eastman Dillon, Union Secu- 
rities & Co.; Blyth & Co., Inc.; Kidder, Peabody & Co.; 
and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
Kuhn, Loeb & Co. and A. C. Allyn & Co., Inc, (jointly). 
Offering—Expected late in 1957. 


Chi District Pipeline Co. 
Nov. 12 it was announced company plans to sell about 
$5,000,000 of first mortgage bonds sometime after the 
turn of the year. Proceeds—To repay advances made by 
Peoples Gas Light & Coke Co., the parent. Underwriters 


—Probably Dillon, Read & Co. Inc. and Halsey, Stuart 
& Co. Inc. 


Chicago & North Western Ry. (12/11) ; 
Bids will be received by the company at 400 West Madi- 
son St., Chicago 6, Ill., up to noon (CST) on Dec. 11 for 
the purchase from it of $1,545,000 equipment trust 
certiifcates to be dated Jan. 1, 1958 and to mature in 15 
equal annual instalments. This constitutes the first in- 
stalment of an aggregate of not exceeding $3,690,000 of 
these certificates. Probable bidders: Halsey, Stuart & 
Co. Inc.; Salomon Bros. & Hutzler. 


Cincinnati Gas & Electric Co. 

Nov. 8 it was reported company plans to issue and sell 
about $15,000,000 of first mortgage bonds. Proceeds— 
To repay bank loans and for construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co. and W. E. Hutton & Co. (jointly); Blyth 
& Co. Inc. and The First Boston Corp. (jointly); Mer- 
rill Lynch, Pierce, Fenner & Beane and Lehman Bros. 
(jointly); Eastman Dillon, Union Securities & Co. and 
White, Weld & Co. (jointly). 


Cincinnati Gas & Electric Co. 
Nov. 8 it was also announced that company plans in 
the Summer of 1958 to offer to its common stockholders 
about 450,000 additional shares of common stock on 
about a 1-for-16 basis. Underwriter—None. 


City investing Co., New York 
July 30, Robert W. Dowling, President, announced that 
the directors are giving consideration to the possible 
future issuance of debentures which could be used 
largely to acquire investments producing ordinary in- 
come as well as those with growth potentials. 


Coastal Transmission Corp. 

July | it was reported the company plans to offer pub- 
licly about 191,000. units of securities for about $20,000,- 
000 (each unit expected to consist of a $25 debenture or 
$35 interim note and five shares of $1 par common 
stock). Proceeds—Together with other funds, for con- 
struction program. Underwriters—Lehman Brothers and 
Allen & Co.. both of New York. 


Colorado Fuel & tron Corp. 
Oct. 3 it was reported company now plans to issue and 


sell about $25,000,000 first mortgage bonds due 1977. 
Underwriter—Allen & Co., New York. 


% Columbus & Southern Ohio Electric Co. (1/7) 
Nov. 29 it was announced company plans to issue and 
sell $14,000,060 of first mortgage bonds due 1988. Pro- 
ceeds—To reduce bank loans. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Dillon, Read & Co. Inc. and 
The Ohio Company (jointly); Lee Higginson Corp. and 
Salomon Bros. & Hutzler (jointly); Eastman Dillon, 
Union Securitics & Co. and Glore, Forgan & Co. 
(jointly); White, Weld & Co.; Lehman Brothers. Bids 
—Expected to be received up to 11 a.m. (EST) on Jan. 
7 at City Bank Farmers Trust Co., New York. Registra- 
tion—Planned on or about Dec. 17. 


Commonwealth Edison Co. (1/14) 
Nov. 4 it was announced company plans to sell $50,000,- 
000 of mortgage bonds or debentures. Proceeds — For 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp.; Glore, Forgan & Co. 
Bids—Tentatively expected to be received on Jan. 14, 


1958. Registration — Planned for about the middle of 
December. 


Connecticut Light & Power Co. (1/9) 
Nov. 25 it was reported company plans to sell $30,000,- 
000 of first mortgage bonds due 1988. Proceeds—For 
construction program. Underwriter — Putnam & Co., 
Hartiord, Conn.; Chas. W. Scranton & Co., New Haven, 
Conn.; and Estabrook & Co., Boston, Mass. Registration 
—Planned for Dec. 20. 

Darco Industries, Inc. 
Sept. 23 it was reported registration is expected of ap- 
proximately 275,000 shares of common stock, of which 
about 225,000 shares are to be sold for account of com- 
pany and 50,000 shares for selling stockholders. Business 
—Manufactures products for commercial and military 
aircraft and missiles. Underwriter—William R. Staats & 
Co., Los Angeles, Calif. 

Eastern Gas & Fuel Associates 
April 3 it was announced company may need additional 
capital of between $25,000,000 and $35,000,000 during the 
next two years. Underwriter—For any bonds to be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; White, Weld 
& Co., and Kidder, Peabody & Co. (jointly). 

Eastern Utilities Associates 
April 15 it was announced company proposes to issue 
and sell $3,750,000 of 25-year collateral trust bonds. 
Proceeds — For advances to Blackstone Valley Gas & 
Electric Co., a subsidiary. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Hal- 
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sey, Stuart & Co. Inc.; Kidder, Peabody & Co.; Blyth 
& Co., Inc.; White, Weld & Co.; Stone & Webster Se- 
curities Corp. and Estabrook & Co. (jointly). 


Faicon Seaboard Drilling Corp. ; 
Oct. 28 it was reported that a secondary offering of 
110,000 shares of common stock is expected. Underwriter 
—Lehman Brothers, New York. 


Federation Bank & Trust Co. (N. Y.)_ : 
Sept. 12 it was announced stockholders will be given 
the right to subscribe for 118,900 additional shares of 
capital stock at the rate of one new share for each three 
shares held of record Oct. 18, 1957; rights to expire on 
Dec. 6, 1957. Price—$21 per share. Proceeds—To in- 
crease capital and surplus. Underwriter—None. 


Gulf interstate Gas Co. 
May 3 it was announced company plans to issue some 
additional] first mortgage bonds, the amount of which has 
not yet been determined. Proceeds — For construction 
program. Underwriters—Carl M. Loeb, Rhoades & Co. 
and Merrill Lynch, Pierce, Fenner & Beane. 


Gulf, Mobile & Ohio RR. 
Nov. 8 company applied to the ICC for permissian to 
issue $28,343,800 of 5% income debentures to mature 
Dec. 1, 2056 in exchange for the 283,438 shares of out- 
standing $5 preferred stock (no par) on the basis of 
$100 of debentures for each preferred share. 


Hathaway (C. F.) Co., Waterville, Me. 
June 24 it was announced company plans soon to offer 
to its common stockholders some additional common 
stock. Underwriter—Probably H. M. Payson & Co., Port- 
land, Me. 


Indiana & Michigan Electric Co. (2/13/58) 
Nov. 15 it was announced company plans to issue and sell 
$25,000,000 of first mortgage bonds due 1988. Proceeds 
—For reduction of bank loans and for construction 
program. Underwriter—-To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Harriman Ripley & Co. Inc.: The First Boston 
Corp.; Eastman D&llon, Union Securities & Co. Bids— 
Tentatively expected to be received up to 11 a.m. (EST) 
on Feb, 13, 1958. 


Laclede Gas Co. 
Aug. 5 it was announced company plans to raise up to 
$11,700,000 new money this year through sale of new 
securities. Proceeds—To repay bank loans and for con- 
struction program. Underwriter—For bonds, to be de- 
termined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Lehman Brothers, Merrill Lynch, 
Pierce, Fenner & Beane and Reinholdt & Gardner (joint- 
ly). 
* Litton Industries, Inc. 
Nov. 25 it was announced stockholders will vote on Dec. 
14 on approving the creation of an issue of preferred 
stock and an increase in the authorized common stock. 
Underwriters—Lchman Brothers and Clark, Dodge & 
Co. handled last equity financing which was done pri- 
vately. 

Long Island Lighting Co. 
April 16 it was announced company plans to sell later 
this year $40,000,000 of first mortgage bonds, series J. 
Proceeds—To refund $12,000,000 of series C bonds due 
Jan. 1, 1958 and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; The First Boston 
Corp. and Blyth & Co. Inc. (jointly); W. C. Langley & 
Co. and Smith, Barney & Co, (jointly). 

Multnomah Canadian Fund, Ltd. 
Nov. 25 it was announced company has applied to SEC 
for permission to issue and sell in the United States its 
class A common shares, of which there are authorized 
1,000,000 shares (par $1) and 10,000 shares outstanding. 
Office—Vancouver, B. C., Canada. 

Norfolk & Western Ry. (1/22) 
Bids are expected io be received by this company up to 
noon (EST) on Jan. 22 for the purchase from it of 
$4,140,000 equipment trust certificates (third instalment) 
to mature semi-annually from May 1, 1958 to and in- 
cluding Nov. 1, 1972. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler. 

Northern Illmois Gas Co. 
Aug. 29 this company announced that it has deferred 
until the first half of 1958 its plan to raise between 
$8,000,000 and $10,000,000 early this fall. No decision 
has been made as to the form of the proposed financing, 
but no consideration is being given to sale of common 
stock or securities convertible into common stock. Pro- 
ceeds — For construction program. Underwriter — For 
any bonds, to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.: The First 
Boston Corp.; Glore, Forgan & Co.; Blyth & Co., Inc. 

Northern Natural Gas Co. 
Nov. 25 the company announced the proposed issuance 
of 456,813 additional shares of common stock (par $10), 
to be offered late in January to common stockholders 
on the basis of one new share for each eight shares 
held. Proceeds — Approximately $20,000,000 to repay 
bank loans and for construction program. Underwriter 
—None. 

Ohio Water Service Co. 
Sept. 26 it was reported company to issue and sell in 
December an issue of $1,500,000 convertible subordinated 
debentures. Underwriter—McDonald & Co., Cleveland. 
Ohio. Registration—Expected in near future. 

Oklahoma Gas & Electric Co. 
Nov. 18 it was reported conmany plans to raise about 
$20,000,606 next Spring, through sale of bonds and other 
securities. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: (1) For bonds—Halsey, 
Stuart & Co. Inc.; Equitable Securities Corp.: The First 
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Boston Corp.; Kuhn, Loeb & Co., Merrill Lynch, Pier, 
Fenner & Beane and White, Weld & Co. (jointly): Hay. 
riman Ripley & Co. Inc. and Eastman Dillon, Union 
Securities & Co. (jointly). (2) For preferred stock — 
Merrill Lynch, Pierce, Fenner & Beane and White, Wejq 
& Co. (jointly); The First Boston Corp.: Lehman Bros. 
and Blyth & Co. Inc. (jointly); Smith, Barney & Cy. 
Harriman Ripley & Co. Inc.; Kuhn, Loeb & Co. Any 
offering of common stock may be made to commoy 
stockholders, with Merrill Lynch, Pierce, Fenner « 
Beane underwriting. 


Pacific Gas & Electric Co. (1/21) 


Oct. 16 directors authorized the sale of $60,000,000 first 
and refunding mortgage bonds. Proceeds — To retire 
bank loans and for construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: The First Boston Corp. and Halsey, Stuart & Co. 
Inc. (jointly); Blyth & Co., Inc. Bids—To be received on 
Jan. 21, 1958. 


Pacific Gas & Electric Co. 


Nov. 4 it was.announced company plans, following bond 
sale about Jan. 21, to offer a small amount of common 
stock to keep the capital structure in reasonable balance. 
Underwriter—Blyth & Co., Inc., San Francisco and New 
York. 


*% Pacific Power & Light Co. (1/15) 

Nov. 22 it was reported company plans issue and sale of 
$15,000,000 first mortgage bonds. Proceeds —‘o repay 
bank loans and for construction program. Underwriter 
—To be determined. by competitive bidding. Probable 
bidders: Halsev, Stuart & Co. Inc.; Eastman Dillon, 


°e, 


Union Securities & Co. and Kidder, Peabody & Co. 


(jointly); Lehman Brothers; Bear, Stearns & Co. and 
Salomon Bros. & Hutzler (jointly); Blyth & Co., Inc. and 
White, Weld & Co. Co. (jointly). Bids—Expected to be 
received on Jan. 15. 


* Pacific Power & Light Co. (1/15) 

Dec. 2 it was reported that: the company also intends to 
issue and sell 100,000 shares. of: cumulative preferred 
stock (par $100). Preceeds—For construction program. 
Underwriter—To be determined by competitive bid- 
ding. Probale. bidders: Halsey, Stuart & Co. Inc, 
Kidder, Peabody & Co. and Eastman Dillon, Union 
Securities & Co. (jointly); Blyth & Co., Inc., Smith, 
Barney & Co. and White, Weld & Co. (jointly). Bids— 
Tentatively expected on or about Jan. 15 


‘Public Service Electric & Gas Co. 
Aug. 1 it was anounced company anticipates it will 
sell in the Fall of 1957 or in 1958 $25,000 000 of preferred 
stock. Proceeds — For construction program. Unter- 
writer—May be Merrill Lynch, Pierce, Fenner & Beane, 
New York. 


Republic National Bank of Dallas 


Noy. 26 it was announced that bank is offering to its j 


stockholders of record Nov. 25, 1957, the right to sub- 
scribe for 223,125 additional shares of capital stock (par 
$12) at the rate of one new share for each 12 shares held; 
rights will expire on Dec. 11. Price—$45 per share. Pro- 
ceeds—To increase capital and surplus. Underwriters— 
Walker, Austin & Waggoner The First Southwest Co. 
and Dallas Rupe & Son, all of Dallas, Texas 


Riddle Airlines, Inc. ; 
Oct. 21 it was announced company plans to register with 
the SEC an issue of new common stock, the number of 
shares and the price at which they will be offered not 
yet determined. The authorized common stock has been 
increased from 7,500,000 to 15,000,000 shares. Proceeds 
—To finance route expansion and for working capital. 
Underwriter—James HW. Price & Co., Inc., Coral Gables, 
Fla. and New York, N. Y., handled previous public 
offering of 500,000 shares of cominon stock at $3.20 per 
share in July, 1956. 


Royal Dutch Petroleum Co. 

Oct. 3 it was announced company plans early in 1958 to 
raise between Fls.800 million and Fls.1,000 million 
(equivalent to $211,060,000 and $263,000,000) through a 
“rights” offering to stockholders. Price —To be gov- 
erned by market conditions prevailing at time of issue. 
Proceeds—For capital expenditures. Underwriter—Mor- 
gan Stanley & Co. in U. S. 


Shell Transport & Trading Co., Ltd. 

Oct. 3 it Was announced company plans to offer to stock- 
holders early in 1958 between £ 49,000,000 and £55,00".- 
000 additional capital stock (equivalent to $112,000,009 
and $154,000,000). Price —To be governed by market 
canditions prevailing at time of issue. Proceeds—! or 
Capital expenditures. Underwriter—Morgan Grentell & 
Co., Ltd., London, England. 


Texas Utilities Co. 
Nov. 4 it was announced company may seli some acel- 
tinal common stock in an amount not exceeding 4°: . 
present outstanding 12,210,000 shares. Preeeeds — f°" 
canstruction program. Underwriter—To be determine" 
hb¥ competitive bidding. Probable bidders: Kidder, Pee 
body & Co. and Merrill Lynch, Pierce, Fenner & Bea’ 
(jointly); The First Boston Corp. and Blyth & Co., 1) 
(jointly); The First Southwest Corp., Rauscher, Pic'<© 
& Co. and Dallas Securities Co. (jointly); Lehman bre’ 
apa Bear, Stearns & Co. (jointly); Eastraan Dille’ 
Union Secur‘ties & Co. 


Toledo Scale Co. - 
Sept. 26 it was reported that, following merger with 
Haughton Elevator Co., Toledo Scale Co, piams to 15> \' 
some additional common stock. Underwriter—McDona!d 


& Co., Cleveland, Ohio. Registration—Expected in -\°~ 
vember. 
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Pierce 
); Har- Transocean Corp. of California 


Brothers and Bear, Stearns & Co. (jointly); White, Weld 
Union May 21 it was announced company plans a public offer- 


Washington Natural Gas Co. 
& Co., Blyth & Co., Inc., Eastman Dillon, Union Securi- 


Oct. 18 the directors authorized the sale ef $5,000,000 














peek — ing of securities to provide about $6,700,000 of new ties & Co. and Shields & Co. (jointly); The First Bos- in debentures. Proceeds—For expansion program. Un- 
° be working capital. ton Corp. Offering—Expected early in March. derwriter—Blyth & Co., Inc., San Francisco and New 
OS . - ° . ry 
“ae Tuttle Engineering, inc., Arcadia, Calif. York. 
& Co. ; ’ , A Valley Gas Co. 
i Nov. 6, Harry Oedekerk, Chairman of the Board, an- : i i 
ie nounced corporation plans a public stock issue in the 4Pril 15 it was announced company, a subsidiary 03 ean erry Mg CS stated that the 
any near future. Proceeds—For working capital and other Blackstone Valley Gas & Electric Co., plans to issue company will come into the market early next year 
* & Bf corporate purposes. within one year, $4,000,000 of bonds, $1,100,000 of notes opably in January, with $30,000,000 of new. public fi- 
; : and $900,000 of preferred stock to its parent in ex- Provably vd y, ig oh p 2 ook 
Union Electric Co. (Mo.) change for $6,000,000 of notes to be issued in exchange 28Cing, mostly in bonds, but may include some deben- 
Nov. 11 it was reported company plans to offer around for certain assets of Blackstone. The latter, in turn, ig [2 agg te ig A ge oy: oom po gery 
00 first JH 1,000,000 additional shares of common stock, first to Proposes to dispose by negotiated sale the first three 2G oy pecwce M3 yth & Co., Ine., ork 
ewe fF common stockholders, Underwriter—To be determined New securities mentioned in this paragraph. & Co. and Laurence M. Marks & (0, aii of Haw Sets. 
rwriter by competitive bidding. Probable bidders: Lehman April 15 it was also announced Blackstone plans to offer Wisconsi e 1 
gm Brothers; Merrill Lynch, Pierce, Fenner & Beane. to its common stockholders (other than Eastern Utilities Oot. 7 it aon sostan salaaée alone offer to stock- 
ive Fons © Union Electric C M Associates its parent) and to common stockholders of holders for a 14-day standby, an additional 16,566 shares 
on nion Electric Co. (Mo.) 2 : ’ ; 
Nov. 11 it was reported company. plans to issue and the latter the $2,500,000 of common stock of Valley st Seen ee se eee partes be. me 
——— Underwriter—Tc be determined by competitive bidding. Blackstone properties. Dealer-Manager—May be Kidder, Wis.; and Harley, Haydon & Co. and Bell & Farrell, Inc., 
need Probable bidders: Halsey, Stuart & Co. Inc.; Lehman Peabody & Co. New York, ads both of Madison, Wis. 
balance, oad Dells 
nd New . Sas , - . 
ew Continuea trom page 6 ing roughly from $2,500 to $3,300 ually the less successful—regard cars in 1958 should be slightly 
oo be —- interesting indeed. the finance company or bank better than six million units, 
« a tight along with the trend merely as a source of funds that wnich would make it the third 
sale of Changing Patterns in toward cars with greater comfort, enables them to maintain an in- best automobile year in history. 
o repay convenience, and ease of handling, ventory of cars and as a way of 
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The Automobile Market 


another situation has been devel- 


making it possible for their cus- 


At Miami Beach in September, 
our own President, Mr. Colbert, 


robable oping which at first glance seems tomers to buy cars on a monthly jy predicting that 1958 would be 
Dillon, to be moving in the opposite di- payment basis that is within their «qefinitely brighter” than 1957, 
& Co : ee rection. I refer to the increasing means. They sometimes fail to i , \ 
sf ‘ »s Asa res affects clear io 2 thi : ; : ans. : : ointed out that the total number 
oa and ee Rae sige sap gues sllln oe er sales of the small foreign car. recognize all the other business- + new cars sold in 1955, 1956 and 
ne. and . aaa a lhe a le 2G Pls » building advantages of a so , , r¢ 
d to be fects the size = deale1 inven- direction. Price class two, for in- Small Car Sales oastnetinie atte "he psa a ee a gael Fag a 3 
he » ~ > a ¢ » «Ts . ba i ; . ~ , « . e e * as 7 . . ! . - 
tories. As a matter of fact, it stance, which includes such cars What is the meaning of this and his finance organization, the favorable conditions for a 
makes all the problems of dis- as Dodge, Pontiac, Oldsmobile 88, recent rise in popularity? Is it cee 


tends to 


tribution more complex—or shall 
we say, more challenging? 


and Mercury, is at present enjoy- 
ing about 25% of the market, 


going to continue? Is it going to 
level off? Does it mean that the 


The upgrading of the market 
which I have mentioned, along 


healthy market in 1958, since nor- 
mally a very large proportion of 


referred Let’s take a look at just a few about the same as the share ithad American-sized car is losing ie the a r,s = on = red . oe map me 
rogram, facts to get a line on how fast from 1951 through 1954. Its pres- fayor? These are all interesting ms a ir ti saree. a — on —— 
ve bid- this trend has been going. Con- ent share can be considered low and important questions, and time — bs ae tr wes noon crn — , 
0. Ines sider, for instance, what has hap- Only by comparison with 1955, alone will vive us the complete yaongpon msc Mager Naas <4 lle recy It is also significant that in the 
ti ‘ Sp a RL ee aga ae RE + . : 21) 0; wi Pie 5 . : for wholesale credit. This situa- pecord year 195! % of the cars 
, Union pened to the six-cylinder engine. When it captured 30% of the gnswers, In the absence of those 4; : record year 1955, 57% © : 
Sinith, As recently as 1953, 50% of the market. answers, I can only offer you tion puts heavy new demands sold on instalment credit carried 
Bids— 5.7 million cars registered that In my opinion, we may need to some of my opinions on this sub- ineid oe egies vee a contracts for periods of from 30 
year were equipped with six- do a little redefining of the price ject. I believe, first, that the thie a bl oh. aoa Sg perce 3 on to 36 months. This means that ” 
cylinder engines. This year, on classes before we begin to draw roomy, comfortable, all-purpose b nyt ty eromhen gh eo gh Mes a very large proportion of the tre- 
it will the basis of registrations for the any real conclusions on this mat- American car that will take you Mie Pe sephcanoss Aig ee ae a wey * por. —P 
eferrea first eight months, it looks as if ter. For example, in the R. L. to the theatre, carry a heavy top- , - , contracted for long-term automo 
‘aiamien only about 17°. of the estimated Polk classification, a fully load, cruise the superhighways, or Pe Ragrce mex ~— of the —s instelens eet = 
Senne 5.9 million cars to be registered equipped Plym outh, Ford or pull a house-trailer, will retain its “** ~~ a oe oes Sree Powe pe in a po ligati in 1958 
. ’ will have six-cylinder engines. Chevrolet station wagon is still present place of overwhelming POiMt of view, is to bring about instalment obligations in np 
Nearly as spectacular as this counted in class one, along. with popularity. The trend toward the right balance between your Over and beyond these consider- 
trend is the rapid growth in the the lowest-priced cars offered by “more automobile” is the domi- holesale and retail credit activi- ations, we expect that the many 
= to its popularity of automatic trans- the industry. Actually, in any nant trend in the market today. Us: And we have consistently new and attractive features of the 
‘to sub- missions. Only 68% of the indus- realistic price definition, most sta- | Another change that has been ‘ld our dealers that one of the 1958 models—together with the 
yck (par try’s 1955 models were equipped tion wagons in the low-price field attracting a considerable amount best ways of building effective vigorous and highly competitive 
res held; with automatic transmissions. But Would be rated as medium-priced of attention in automotive circles ®°4 dependable lines of whole- promotion they are receiving — 
re. Pre- on 1956 models the percentage cars. Undoubtedly, the growing is the rapid growth of the rental sale credit be oO yest the will add a strong stimulus that 
vriters— jumped to 74 and on 1957's to 80. popularity of the station wagon and leasing industry. Since 1947, flow of mete Setest papas to theit will be felt for many months to 
vest Co. Another impressive growth has has had an important effect in when wartime shortages began to aia tn ee ee ae = come. 
taken place in the use of power making the lower-priced cars ap- ease enough for the rental busi- penpoty § . ' Long Run Outlook 
steering, About 23% of the 1955 Pear to be getting an unusually ness to get underway, there has ——" eure 
j models were equipped with power /i8 share of the market. been a steady and impressive in- We at Chrysler have become so. When we look beyond the 
ter with steering. On 1956 models the per- . , : crease in the number of cars Convinced of the fundamental im- months and years immediately 
mber of : ght wcnbyien _— I Upgrading Low-Priced Cars portance to the dealer of a sound 


ered not 
las been 


centage rose to 27 and on 1957's 


to 36. 


What really seems to be taking 
place is a massive upgrading of 


owned by rental and leasing firms. 
By 1950.the number of cars being 
used in this business had grown 


working relationship with his fi- 
nance connections that we have 


ahead to the 1960’s and 70’s we 
find many reasons for expecting 
opportunity on a tremendous scale 


>roceeds Similar developments have been {he automobile market, with auto- to over 80.000. At present the set up a special staff of highly for everyone associated with the 
capital. taking place in the market for mobile customers looking for number is in the neighborhood of experienced men to devote them- gutomobile business. Consider this 
Gables, virtually all the other types Of more comfort, more convenience, 260,000, most of which are leased Selves full-time to this matter. fact alone. One of the country’s 
J public My ec: a from radios greater ease of handling, and, to fleet operators. If it continues Their principal duty is to main- leading population experts has 
3.20 per eee me preteens especially for those suburbanites to grow at the 20 to 30% a year tain constant and effective liaison said that by 1975 the population 

Paralleling this trend toward with growing families, more pas- rate it has been experiencing, by between finance organizationsand of this country may well be as 


1958 to 
million 


buying more extra equipment— 
Or, as we say, buying ‘‘more auto- 
mobile” is the growing popularity 


senger capacity. Recently, one of 
the forms this upgrading seems to 
have taken is the buying of the 


the early 60’s the rental and leas- 
ing industry will own close to 
half a million cars. The number 


our dealers out in the field. These 
area finance managers have the 
understanding of the dealer's 


high as 249 million, That’s 77 mil- 
lion more than the present popu- 
lation—ana@ these 77 million will 


aa @ . bom: — wagon. In some lower-priced cars loaded with of cars being leased to individuals problems and of your problems be added in a little over 17 years! 
be gov- ees OS LP COTES he station extra equipment. Another evi- at the present time is estimated that enables them to help in Growth on this scale means op- 
of issue. hn or cr bay Rowe aI pe bs as wanes of the — trend is the In= at about 50,000. This side of the working out practical solutions. portunities for every segment of 
r—Mor- of ee vedas nite This er ge pong vatey irs Boog Rey 4 a Sage oat ga Baggage A ee Chrysler Corporation is the first business. But for the automobile 
~T ‘ sc o- © series “1 - "= 2S. ‘lear er , ‘ates oO ave Ee Sa “ , oh “py 3 Wi J “= 

demand is showing up in factory the 1957 model year just ended pe ae tye 1 rates lave peen automobile company to establish business it holds oe 8 particu- 

hae tale established, ' ' a full-time field staff of this kind, larly bright promise for this 

production sched ules. At our the Belvederes, Fairlanes and Bel Right along with the fast growth and it is a pretty fair indication reason. Over 80% of those 77 mil- 

0 stock- Plymouth Division 22% of all the Airs showed a combined increase jy car leasing—which is a rela- of the importance we place upon lion, or about 62 million, would 
55,000,- cars now being built for the na- of 260,000 units over the number tively new development — there suis trmmnniete inte added to the suburban popu- 
000,000 tional market are station wagons. produced in the 1956 model year. fas also been a steady growth in | = lation. As we all know, in the 
market As many may know, the popu- This was a gain of nearly 18%. the leasing of trucks—a form of Looks to a Good Year suburbs one car per family is just 
ds—F or larity of the station wagon has It is my guess that this kind of Jeasing we have known for many These days, when everyone has about an absolute necessity and 
snfell & reached the point where some upgrading will probably continue. years. At present, about 250,000 pis ear to the ground trying to two cars are standard equipment. 
ete Soret? making a a Along with this tendency to trucks are being operated under get some kind of indication of the And in many homes with driving 

Specialty, In Los Angeles and jake medium-priced cars out of lease. We expect the number to trend of the national economy, a teen-agers, it takes three cars to 


Miami there are two used-car lots 


low-priced cars we will probably 


increase to about 800,000 by 1965. 


man from Detroit is always ex- 


keep the whole family happy. 


1e gt that handle nothing but station cee y number of very strong com- The growth of leasing can mean pected to give his views on the There is every reason for all of 
g 4 Ty +4 nity * 28 easily possible cat petitive counter-moves from the new opportunity for both dealers business outlook. For some rea- us to look ahead with confidence 

se “wagon lots,” as they are makers and marketers of the and financial organizations. Cer- gon or other, a lot of people have to a prosperous future. But nat- 
aap aep called, Wis become more wide- medium-priced cars. Already we tainly it is a trend that needs to peen looking our way and saying urally it won’t come automati- 
er, Pi a spread, have seen the introduction of—or be studied closely by everyone in that the automobile industry is cally. It’s going to take energy, 
ed Bei No Trend Shift intensified selling of — lower- the business of selling, servicing going to supply the big lift in the imagination, and sound manage- 
Po. : eidid | ake bs ith Abagedien eeny all ID, teenage . or financing motor vehicles. economy. In esta, We = ment to realize our ge 

“4 x the past } r ai S. Ss I: - : ; : enough about the dangers of fore- opportunities In a rapidly chang 
an Bros been considerable talk about the only one of a number of possible Financing Understanding casting to make us pretty cagey in ing business environment. 

Dillon, increasing share of the market approaches to widening the The experience of the last few matters of this kind. I will say, It is my belief that the three- 
ee ee ne ae ee a Cre Seat Ie valet that the declare RIwee coat re sFe,2lt OIG way partnership of pandaction, 
| | D1 . | st ay : le ward to a good year. I have ‘ng and financing that has 

er with esulting soueeze on cars in the duction of an increasing number understanding of his own financ- never seen such general agree- selling anc ieee g = 

to i ~ necium~=price ranges. In my opin- of conveniences and performance ing problems, and his effective ment among the companies on worked so well in the past w ill 

rDonald ‘ ln vs Pong — = SS draw egy aoe that ee not ge in la ee engrossing 45 the expected level of business. continue to make its full contri- 

-. No}@ a “uUsiIONS abou 1iS SO- re lower-priced models. in any connections Cz rally Make 2 pe ‘ er Emre.” < See : 4 namic Ss 

= * “atled trend. On the basis of the event, the competitive develop- difference between success and Many of the industry 8 executives bution to the dynamic progress of 
lacts we have, it is far from ments in the price bracket rang- failure. Some dealers—and us- have been saying the market for the nation. 
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-Shearson, Hammill 
In Minneapolis 


MINNEAPOLIS, Minn.—Shear- 
eon, Hammill & Co. have opened 
a branch office in the Rand Tower 
under the management of Preston 
Shute. Mr. Shute was formerly 
resident manager for Baxter & 
Company and prior thereto was 
with Jamieson & Company. 
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Assets at New High 


mutual fund, had record net as- out. 
sets of $293,041 for the fiscal year 
ended Sept. 30, 1957, while net 144. 
earnings 
the largest dollar gain in any year in 
since the company was formed suid. 
nine years ago, Richard D. Don- 
chian, 
Dec, 3. 








By ROBERT R. RICH 





Slayton Points to Under-valued Stocks 


Slayton Associates, Inc. on Dec. 4 painted a glowing picture of 
the paper industry’s future and said its currently undervalued 
securities “rank high” among investments for growth and infla- 
tion protection. 

“The paper field is becoming increasingly stable,” said the 
investment counselors to Managed Funds, Inc., ‘‘and the long 
period of prosperity it has enjoyed has greatly strengthened the 
financial position of its leading companies. 

“By last August, the industry’s prolonged inventory adjust- 
ment, reflected in a sizable price correction in paper stocks, was 
pretty well completed. As a result, stock prices have showed rela- 
tive resistance to the recent general market decline.” 

The special Slayton report was made to representatives of 
Managed Funds, sponsors of 11 classes of mutual fund shares, 
including the only investment company class invested exclusively 
in paper company securities. 

According to Slayton Associates, domestic demand for paper 
and board by 1965 is likely to increase by about 40%, or 12 million 
tons, over 1956. Moreover, rising living standards outside the 
nation should swell foreign per capita consumption (20-25 pounds 
vs. 435 here), providing a “growing outlet” for American pro- 
ducers. 

The increasing stability of the paper industry, the report con- 
tinued, is composed of several factors: low-cost manufacturing; 
non-durable products; larger, stronger, better-integrated and man- 
aged production units; and the financial strength of its companies. 

One particularly important factor combines the hundreds of 
thousands of acres of timber reserves owned by the big producers 
with the fast-growing stress on conservation through scientific 
forestry. “‘This is in contrast to extractive natural resource indus- 
tries which are subject to eventual exhaustion,’ said the Slayton 
study. 

An especially favorable investment factor, the counseling firm 
said, is the tax regulation permitting pulp producers to charge 
depletion against current earnings because of timber cutting, 
despite the fact that growth of timber in many companies is equal 
to the rate of use. 

Increasing emphasis on research at all levels will continue 
to play an important role in the industry’s growth, Slayton Asso- 
ciates believes. New types and uses of paper are constantly being 
developed. In many applications, paper has supplanted metal, 
wood and textiles. Today there are over 7,000 different kinds of 
paper serving many times that number of different uses. 

The study noted that research has greatly improved the tech- 
niques of paper production, resulting in a rise in labor productivity 
far greater than the average for all industry. It said such increases 
partially cushion the impact of rising wage rates and moderate 
the importance of the labor factor in the cost of production. 


“A good time to buy growth stocks is after they have had a 
substantial reaction,” the report concluded. “With the paper in- 
dustry having experienced the third largest rate of growth since 
the turn of the century, and with an enormous potential for future 
growth, the securities of its leading companies rank high as sound 
long-term investments for appreciation and inflation protection. 
Today these stocks can be bought at discounts of up to 40% from 


their 1956 highs.” 


Futures, Inc. 


81.5% 


Futures, Inc., the commodity tember. Mr. Donchian 


amounted to $136,387, 


fund manager, 


and soybeans, he added. 





Fund 


A Common Stock Investment Fund 


Investment objectives of this Fund 
are possible long-term capital and 
income growth for its shareholders. 


Prospectus upon request 


Lorp, ABBETT & Co. 


New York ~~ 








Chicago _— Atlanta -— Los Angeles 


Net asset value per share rose 
from $2.93 on Sept. 30, 1956 to 
$5.17 on Sept. 30, 1957, a gain of 
after including a 15 cents 
per share dividend paid in Sep- 
pointed 
Total assets at the close of 
Sept. 30, 1956 amounted to $189,- 


During the year, positions — 
both long and short—were taken 
18 different commodities, he 
Fifteen of these commodi- 
ties produced profits, the largest 
reported gains being made in sugar, wheat 


Affiliated | 








Delaware Fund 
Reports on 
Portfolio Shifts 


Delaware Fund has added 
Transcontinental Gas Pipeline 
6'xs of 1978, Olin Mathieson 5}2s 
of 1982, and Texas Eastern Trans- 
mission 6.70% preferred to its 
portfolio, and eliminated hoidings 
of Sinclair Oil 4%ss, as well as 
smail residual positions in Auto- 
matic Vending Machine and Kan- 
sas Power and Light common. 


Reporting the fund’s_ recent 
shifts, D. Moreau Barringer, 
Chairman, observed that the sud- 
den dropping of rediscount rates 
by certain Federal Reserve banks 
has had a marked effect on cor- 
porate bonds and preferreds, and 
a similar, though uneven, effect 
on commons, 

The new positions, he reported, 
all pay a substantial current rate 
of return. 

Furthermore, the fund’s man- 
agement believes that if the money 
market continues to ease up, this 
sort of strong prior security could 
show a reasonable price apprecia- 
tion as well as an attractive pres- 
ent yield. 

Mr. Barringer reminded his 
board that Delaware Fund pur- 
chased the Sinclair debentures a 
year ago when rates of return on 
new issues were much lower than 
they later became. At that time, 
he recalled, the Dow Jones Aver- 
age was between 470 and 480 
compared with about 430 at the 
time of sale, and the company’s 
common was. selling over. 60 
against 49 today. 

Yet, he pointed out, the bonds 
—all sold between late September 
and mid-Noveinber — realized 
within half a point of their pur- 
chase price. This, he feels, illus- 
trates how a good convertible 
security, if properly bought, will 
protect against both a business 
and securities decline. 

The Delaware executive said 
the fund looks to its newly- 
acquired Olin Mathieson deben- 
tures for the same combination of 
protection against lower markets 
and participation in higher ones. 
Reviewing the issue, he told his 
board that “the yield is fairly 
generous, and the conversion 
privilege, which stays unchanged 
for 15 years, is only 22% away 
from the present rather deflated 
market for the common stock. The 
company has shown very aggres- 
sive growth in the past and wiil 
certainly attempt to continue it 
in the foreseeable future. Be- 
cause of their 27% higher yield,” 
the fund’s management reasons, 
“these bonds seem to be better 
fitted to the present market than 
the Sinclairs which we sold.” 


Y e | 
Tri-Con 
ry 

Trust Holders 

: * w 
Up in 1957 

Shares of common stock of Tri- 
Continental Corporation, the na- 
tion’s largest diversified closed- 
end investment company, held in 
domestic trust company and bank 
nominee names were increased by 
31.6°7 during the first 10 months 
of 1957. 

Holdings of 910,233 shares in 
120 names at the start of the year 
bulged to 1,198,640 shares in 123 
names at the end of October. At 
this level, they accounted for 
about 19° of the 6,423,856 shares 
of Tri-Continental common out- 
standing. 

Largest of these holdings was 
159,400 shares, and second and 
third largest were 111,460 and 93,- 
601 shares, respectively. Of those 
who held shares at the beginning 
of the year, 57 increased their 
holdings during the 10-month 


peried and 27 reduced their num- 
ber of shares. 


.. Thursday, December 5, 1957 


Manhattan Bond 
Fund Reports to 


Shareholders 


Manhattan Bond Fund, Inc., in 
its annual 
ended Oct. 31, 1957 makes several] 
points of more than passing inter- 
est to shareholders and to bond 
investors in general. 


First, “Lower bond prices do 
not necessarily indicate lower 
credit standing for~the issuing 
companies, or any basic change 
in their financial positon or abij- 
ity to pay bond interest.” In this 
connection the report points out 
that in 1954, when bond prices 
were relatively high, the average 
after-tax earnings of the com- 
panies whose obligations are cur- 
rently held by the fund “were 
3.91 times their bond interest re- 
quirements. In 1956, they averaged 
4.15 times such requirements.” 


Secondly, the report states that 
continued easing of the money 











THE FULLY 
ADMINISTERED FUND 


Group Securities, INC. 
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A mutual fund investing 
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FATON & HOWARD 
BALANCED FUND 


19 CENTS A SHARE 
Dividend from Investment Income 


4| CENTS A SHARE 
Distribution of Realized Profits 


~} - — —- f.- 
EATON & HOWARD 
STOCK FUND 


18 CENTS A SHARE 
Dividend fram Investment Incame 
20 CENTS A SHARE 
Distribution of Realized lrefits 
Dividends and Distributions payable 
December 24 to shareholders of record 
at 4:30 P.M., December 2, 1957. 
24 Federal Street, Boston 
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situation is likely to affect bond 
prices favorably and thus, the net 
asset value of shares of Manhattan, 
Bond Fund. “While it is too early 
to appraise the long-term signifi- 
eance of the recent Federal Re- 
serve action, it should be observed 
that the bonds now held by your 
fund are selling at prices which 
provide possibilities for substan- 
tial improvement. The average 
market price of the bonds held 
by Manhattan Bond Fund on Oct. 
31, 1957 was 71%4.” Net asset 
value per share on Oct. 31 was 
$6.25, compared with $7.38 a year 
earlier. Total net assets were 
$18,855,312 compared with $22,- 
594,864 on the same date last year. 

The report reminds sharehold- 
ers that “Income continuity is usu- 
ally one of the chief objectives of 
the bond investor.”’ Over the past 
decade, dividends paid by the 
fund from net investment income 
have varied within a range of 
only 3.5 cents per share per year; 
from 37 cents in 1952 to 33.5 cents 
in 1949. The 1957 payment totaled 
34.5 cents. 

During the six months since the 
fund’s semi-annual report for the 
period ended April 30, 1957 bonds 
newly added to the fund’s hold- 
ings included Columbia Gas Sys- 
tem Debentures, series H, 5!4s, 
1982; J. Ray McDermott & Co., 
Convertible Subordinated Deben- 
tures, 5s, 1972; and Shamrock Oil 
& Gas Corp., Convertible Subor- 
dinated Debentures, 544s, 1982. 

Eliminated were Southern Pa- 
cific Co., 4%s, 1981. Reductions 
were made in previous holdings 
of American & Foreign Power 
Co., Inc., Junior Debentures, 4.80s, 
1987; Cleveland, Cincinnati, Chi- 
cago and St. Louis Ry. Co., Re- 
funding & Improvement, series E, 
412s, 1977; Denver & Rio Grande 
Western Railroad Co., Income 
Mortgages, series A, 414s, 2018; 
Gulf, Mobile & Ohio Railroad Co., 
Generali Mortgage Income, series 
A, 5s, 2015; The New York Cen- 
tral Railroad Co., Refunding and 
Improvement Mortgage, Series A, 
4'2s, 2013; New York, Chicago & 
St. Louis Railroad Co., Income 
Debentures, 414s, 1989; Tennessee 
Gas Transmission Co., Debentures, 
44s, 1974. 


M. I. T. Declares 
133rd Dividend 


Massachusetts Investors Trust 
has declared its 133rd consecutive 
quarterly dividend from net in- 
come in the amount of llc per 
Share, payable Dec. 24, 1957, to 
shareholders of record Nov. 29, 
1957. 

_This payment will bring total 
dividends distributed from net in- 
come in 1957 to 41 eents per share, 
representing a new ‘high record 
of per share diviaends paid in any 
year from net income. 

Last year’s total payments from 

net income were 4014 cents per 
share, adjusted for the three for 
one stock split in June, 1956. 
_ This is the 14th consecutive year 
in which dividends per share paid 
from income have been greater 
than in the preceding year. Total 
distributions from net income for 
1957 with this payment will ex- 
ceed $40,000,000, also the largest 
amount for one year in the trust’s 
33-year history. 


Broad Street: The 112th consec- 
utive quarterly dividend from in- 
vestment income has been de- 
clared by directors of Broad Street 
Investing Corporation in the 
amount of 27 cents per share, pay- 
able Dec. 24 to shareholders of 
record Dec. 3. 

Payment will bring the 1957 
total to 87 cents a share, highest 
in the diversified mutual fund’s 
28 years, and comparing with 86 
cents paid in 1956. Income from 
Broad Street Investing will be 6% 
Sreater in 1957 than in 1956 for 
shareholders who took the 1956 
distribution from realized gain in 
additional] shares. 

A distribution from gain real- 


ized on investments of 47 cents 
per share also was declared and is 
payable Dec. 24 to shareholders 
of record Dec. 3. The distribution 
will be paid in stock or cash, at 
the option of the shareholder. 


National Investors: A fou rth 
quarter dividend of seven cents 
per share, payable Dec. 24 to 
shareholders of record Dec. 3, has 
been declared by directors ot Na- 
tional Investors Corporation. This 
will bring total dividends for the 
year to 25 cents, the same as paid 
in 1956 and the second largést 
payment in the  corporation’s 
20*,-year history. 

For those shareholdes who took 
the 1956 distribution from real- 
ized gain on investment in addi- 
tional shares, 1957 income from 
the growth stock mutual fund 
will be 5.6% higher. 

A distribution of 35 cents from 
gain realized on investments also 
was deciared for payment Dec. 24 





Continued from page 16 


to shareholders of record Dec. 3. 
Payment will be in stock or cash, 
at the option of the shareholders. 


Whitehall Fund, Ine. directors 
have declared a fourth quarter 
dividend of 16 cents a share from 
net investment income, payable 
Dec. 24 to shareholders of record 
at Dee. 3. Payment will bring the 
year’s total to 46 cents, equaling 
the 1956 payment which was the 
largest amount ever paid by the 
balanced mutual fund. 

Maintenance of payments at the 
46-cent rate will result in an in- 
crease of 5.9% in income for 
shareholders who took the 1956 
distribution from gain on invest- 
ments in additional shares. 

A distribution of 40 cents a 
share from gain realized on in- 
vestments also was declared and 
is payable Dec. 24 to sharehold- 
ers of record Dec. 3. Payment 
will be in stock or cash, at the 
option of the shareholder. 


The Credit Approach in 
Underdeveloped Countries 


been to prevent these pressures 
from jeopardizing development. 


Results Under the Five Year Plans 


Our experience of the First Five 
Year Plan was strikingly different. 
In that period, although invest- 
ment in the economy was stepped 
up from about 5% of national in- 
come to over 7% of national in- 
come, there was little pressure 
on prices and balance of payments, 
and, in fact, we asked ourselves 
froin time to time —and others 
asked us too—if, in spite of our 
Plan, we were stretching our re- 
sources to the maximum. 

Certain cirumstances favored us 
in the First Plan. Food production 
recorded substantial increases, and 
the utilization of industrial ca- 
pacity, which was idle hitherto, 
added to the current output, more 
than proportionately to invest- 
ment. 


With the commencement of the 
Second Five Year Plan, the situa- 
tion has greatly changed. The Plan 
involved more capital intensive 
investment, and it has a substantial 
foreign exchange component. The 
increase in incomes in the First 
Plan period has given an impetus 
to private spending. Owing to the 
nature of the agricultural cycle 
in India, food production, on the 
other hand, has not increased 
above the peak reached in 1953- 
1954. 

In consequence, the index of 
food prices has risen by 11% since 
April 1956, and this has given rise 
to industrial unrest and unrest 
among the salaried employees of 
Government. 

The balance of payments situa- 
tion has also taken a seriously ad- 
verse turn. We had expected to 
run down our foreign balances by 
Rs. 2 billion in the earlier part of 
the Plan, but they have had to be 
drawn down much more, in spite 
of our recourse to the Interna- 
tional Monetary Fund for foreign 
exchange to the extent of $200 
million. 

To some extent the situation 
Was aggravated by the rise in 
prices in the Western world, the 
Suez crisis and the rise in shipping 
freights. But certain difficulties 
are inherent in the scope of the 
Plan itself, although the target of 
increase in national income was 
in itself modest. In other words, 
what has happened has happened 
primarily because of the gathering 
momentum of development, and 
if it can be called a crisis it is a 
crisis of development and not a 
crisis of stagnation. ; 

It is a fundamental aim of 
monetary and fiscal policy in India 
that such inilationary pressures 
that exist must be vigorously con- 
trolled and steps taken to avoid 


generation of fresh inflationary 
pressures. No one in any position 
of authority, and that includes 
parties in opposition to govern- 
ment, considers that the difficul- 
ties the country faces can be short- 
circuited by recourse to inflation. 
Apart from the manifest social in- 
justice of any such course, it 
creates unrest and the possibility 
of political up-heaval. Both Gov- 
ernment and the central banking 
authority are determined to in- 
sure monetary stability, even if 
this means a temporary setback in 
investment. 

I must make clear that the price 
situation in India has given us 
some cause for concern but cannot 
be called serious. Prices inevita- 
bly tend to take larger swings in 
a predominantly agricultural econ- 
omy, and the price rise which 
would be regarded as serious and 
inflationary in a developed econ- 
omy is not necessarily so in our 
conditions. A really good monsoon 
and a consequential improvment 
in crops can change the situation 
markedly. In fact, during the last 
few weeks prices have tended 
downward, contrary to the normal 
seasonal trend at this time. 

In controlling inflation, the Re- 
serve Bank must use the tradi- 
tional weapons of any central 
banking authority. It may vary 
the bank rate, carry out open mar- 
ket operations, change the reserve 
ratios of commercial banks, and 
impose ceilings on credit expan- 
sion by banks, either generally or 
in respect of selected commodities. 
The question is one of combining 
these various techniques to opti- 
mum advantage. 


It is necessary in this context to 
take into account some peculiar- 
ities of India’s monetary and 
banking framework, which is not 
quite the same as in some of the 
neighboring Asian countries or in 
the industrially and commercially 
advanced countries in the West. 
In some of the Asian countries, 
monetization of the economy has 
not developed to any large extent; 
there is no capital market; the 
banking system is, by Western 
standards, rudimentary; and credit 
is comparatively unimportant. 

In India the economy is more 
highly developed, and we have a 
relatively extensive banking sys- 
tem and not negligible investment 
markets. Nevertheless, the frame- 
work in India is not comparable, 
either in coverage or in the degree 
of integration, to that in the West. 
Currency is more dominant than 
bank credit; in 1951-52, when the 
First Five Year Plan was inaugu- 
rated, currency formed 67% of the 
tatal money supply, and today 
after six years it still forms the 
same percentage. This sets limita- 


tions on the extent to which mon- 
etary policy of tae central banking 
authority can make itself felt. But 
it only sets limits; it does not de- 
stroy the effectiveness of the nor- 
mal range of weapons available to 
the Reserve Bank. 


Impact of Monetary Policy 


In industrially advanced coun- 
tries, the emphasis of monetary 
policy is generally on the regula- 
tory aspect. The main concern of 
the central bank is to even out 
short-term fluctuations in the 
level of economic activity and to 
put pressure on speculative inter- 
national movements of money. In 
India the developmental aspect is 
ho less important than the regu- 
latory aspect. For example, the 
Reserve Bank has an extensive 
agricultural credit department and 
works in very close association in 
this field with the central and 
state governments and the whole 
cooperative movement. It gives 
accommodation to apex coopera- 
tive banks at 2% below the bank 
rates; and the volume of this ac- 
commodation is rapidly increasing. 
With the spread between the apex 
banks and the primary societies, 
loans become available to cultiva- 
tors on today’s bank rate at 614%. 
It is hoped thereby to reduce and 
gradually to eliminate one chronic 
difficulty of Indian agriculture, 
that is, financing by moneylenders 
at usurious rates. The Bank is also 
granting accommodation: at ‘the 
Same rate through cooperative 
banks to certain important small- 
scale industries, such as handloom 
weaving, which provides living for 
large numbers of people. Here also 
the question of keeping the rates 
of interest low is important. Ar- 
rangements are also being made to 
cnable the Bank to take a prom- 
inent part in the refinancing of 
medium-scale industries for med- 
ium periods. The problem in India 
is thus not one of just raising or 
lowering the interest rates; it is 
one of operating an integrated 
structure which takes into account 
diversified needs in the economy. 

In considering variations of the 
bank rate in India, we have to 
keep in mind certain other factors 
that reduce its efficacy. For ex- 
ample, the position of Govern- 
ment authorities is somewhat 
unique. The variations are con- 
siderable in volume in relation to 
the total quantum of securities, 
stocks and shares, and commercial 
bills that circulate in the economy, 
with the consequence that any 
substantial change in the value of 
Government paper imposes a much 
larger strain than in countries 
which are industrially and com- 
mercially more advanced. Apart 
from this, an increase in the bank 
rate has the effect of increasing 
the cost of Government borrowing 
during the period of the Plan, and 
in view of the heavy program o} 
Government borrowing during the 
period of the Plan the cost of such 
borrowing has to be kept at # 
minimum, 


Role of Interest Rates 


The role of interest rates in 
influencing the flow of savings 
and international capital move: 
ments is, of course, recognized 
especially in the context of the 
world-wide shortage of capital 
and the authorities in India have 
recently increased the rates of 
interest in certain sectors, for ex- 
ample, small savings, along with 
the bank rate. However, as I stated 
earlier, we in India are equally 
concerned with the developmental 
aspect and are anxious to main- 
tain a structure of interest rates 
which, while meeting the needs of 
the short-term equilibrium, will 
not at the same time be too bur- 
densome in the long run. 

The dilemma before the mone- 
tary authorities in India is this: 
the very considerable develop- 
mental expenditure which is not 
immediately productive, on the 


great river projects, the power 
schemes, and the steel plants, is 
generating an upward pressure on 


i 
(2465) 41 


the prices of consumer goods, and 
it is of the utmost importance to 
regulate the supply of credit so as 
to check this pressure. At the 
same time, sufficient finance has 
to be provided to meet the grow- 
ing needs of the economy, with- 
out which the private sector would 
not be able to achieve the neces- 
Sary expansion of investment and 
output to match the investment in 
the public sector. Up to now the 
very pace at which we have been 
drawing down our foreign bal- 
ances has been exerting a disinfla- 
tionary effect, but we are reaching 
limits in that direction, and the 
inflationary implications of the 
development program have be- 
come correspondingly greater. In 
such a situation, the purely com- 
mercial activities of holding es- 
sential commodities tend to ac- 
quire a disproportionate premium 
and to attract an unduly large 
share of the avilable resources of 
credit. It follows that in some 
sectors of the economy credit must 
be provided in increasing mea- 
sure; in some others, it has to be 
restricted and it would not matter 
if it became more expensive. 

The situation, in other words, 
demands that monetary policy,;. 
does not work in one direction but 
in several directions. The solu- 
tion to such a situation is not a 
general tightening of credit or a 
general relaxation; it is selective 
control. 

We have, of course, raised the 
bank rate by successive stages 
from 3 to 4%, but we have also 
imposed certain credit curbs in 
particular sectors. 

The administration of selective 
credit control has not, in practice, 
proved an easy task. As the prices 
of food grains in India have gone 
up more than industrial raw ma- 
terials and manufactured articles, 
we are at present operating a sys- 
tem of control principally in re- 
gard to food grains. ; 

The general pattern has been t 
ask banks to raise margins and ‘to 
bring down their advances in re- 
svect of selected commodities, 
week after week, to a certain level 
below that reached last year. 

In practice there are limitations 
to the ability of banks to exercise 
detailed control over scores of 
branches located in widely sepa- 
rated parts of the country with 
divergent economic conditions and 
credit needs. The withdrawal of a 
line of credit, even at some notice, 
inevitably imposes a certain de- 
gree of hardship. 

But, added to the natural resis- 
tance from the constituents has 
been a certain looseness in the 
effectiveness of managerial con- 
trol over a sprawling network of 
branches. 

Apart from purely administra- 
tive difficulties, the operation of 
selective control in India has 
thrown up a new problem of vary- 
ing its incidence regionally apart 
from its incidence on the volume 
of credit for the country as a 
whole. Moreover, it has been found 
that if selective credit control is 
to succeed, some control over the 
total credit that could be made 
availablé by the banking system 
is inescapable. 


Current Thinking Two-Directional 
The thinking in India is now 
proceeding in twa directions. 
Firstly, so far as selective credit 
control is concerned in respect of 
primary commodities, such as food 
grains, limits to bank credit mus? 
be fixed before the agricultural 
season starts. This, again, is no* 
too easy a task as, in view of the 
varying nature of crop seasons anc 
the difficulties of collecting cor- 
rect statistics, it is not always pos- 
sible to estimate in advance the 
degree of control that is requirec. 
Moreover, we have to ensurs 
that the control does not operate 
in such a way at harvest time as 
to deprive the farmer of a faiz 
price. : . 
Secondly, in order to impose et- 
fective control over total bank 
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indications of Current 


Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 

















































































































Indicated steel operations (percent of capacity) -------~- Dec. 8 

uivalent to— 

Steel ingots and castings (net tons)_.------------------- Dec. 8 

AMERICAN PETROLEUM INSTITUTE: 

Crude oil and condensate output—daily average (bbls. of 
42 gallons each) ~-------~------~--~------------- biadiacmea Nov 22 

Crude runs to stills—daily average (bbls.) __-_-----------~--. Nov. 22 

Gasoline output (bbls.).-_.---------------.------------- Nov. 22 

Kerosene output (bbis.) .....---_-----~------------------ Nov. 22 

Distillate fuel oil output (bbis.)_- i - Nov. 22 

Residual fuel oil output (bbls.)---~--- —— Nov. 22 

Stocks at refineries, bulk terminals, in transit, in pipe lines— 
Finished and unfinished gasoline (bbls.) at--------~--~-- Nov. 22 
Kerosene (bbls.) at sine a Nov. 22 
Distillate fuel oil (bbls.) at Nov. 22 
Residual fuel oil (bbls.) at Nov. 22 

ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars)--~------~---~-~--! Jov. 23 
Revenue freight received from connections (no. of cars)—Nov. 2 
CIVIL ENGINBERING CONSTRUCTION — ENGINEERING 

NEWS-RECORD: 

Total U. S. construction._--_ dish cecanie Prk ao an fae Deets tk Nov. 28 
SERRE SEES Sipe Caen a eee oo Nov. 28 
Public construction ~~~ aieds cia Midi aScsceabics bmi Nov 28 

I RR, SN iis vere eniesnigi title an iphcigummn asenerubetniibaiety Noy 28 
et -  ntninmeitiktbeiideaicmenesupindinnte a NOV 23 
COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (tons)- _ Nov. 23 
Pennsylvania anthracite (tons)-...-~.-~-- " Noy. 23 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 
SYSTEM—1947-49 AVERAGE = 100 ~_---~------_--_~_- Nov. 23 
EDISON ELECTRIC INSTITUTE: 
Electric output (in 000 kwh.)_--- Se ele ily aaa tes Nov. 30 
. FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & 
PONE, BIOs nonsense +-..-. a ea Nov. 28 
IRON AGE COMPOSITE PRICES: 

isc asan: iia tehianisgih abv eataiennancinciveniss ion Nov. 26 

gg rere Nov. 26 

pepe Genes eee WOOS WN acatscsen.. s.-—-2~. 22... Nov. 26 

METAL PRICES (E. & M. J. QUOTATIONS): 
i Electrolytic copper— 

Domestic refiiery at... ~.-..-~...-.~ asia ih tcdisiait ioe dtm Nov. 27 

icin tian ancey neu lan ictn anti temas san enema aie .Nov. 27 

pe EELS RN a a ae a Oe ee Nov. 27 

Ce FI ns ch oiecimnagmaiishninaen onsen Nov. 27 
tZinc (deliveréd) at.............. Nov. 27 
Zine (East St. Louis) at Nov. 27 
| Aluminum (primary pig. 99%) at--~- ov. 27 
Straite tin «New York) at--........... Noy. 2 
MOODY’S BOND PRICES DAILY AVEKAGES: 
Ff yl) SE een nen eae Dec. 3 
SE SEED Strbitisd decitnt owen cnnctennenwbipnndes Dec. 3 
| Ia i cl cae dihintindh boat avian adi Dec. 3 
| De SR ewdininnmenme aaiinies Dec. 3 
: A oo Dec. 3 
4 NL EE EE Ca ee oe EE eee eee Dec. 3 
, Railroad Group Si iacathaksdeibdeleln il aed ld aco Dec. 3 
CC AE IS AE TR Dec. 3 
sian wilt anliinehenes cbeaamiah ange pec. 3 
MOODY’S BOND YIELD DAILY AVERAGES: 

ENN SEE TE Dec. 3 

LS icicad Dec. 3 

I ee saemepunanienayanebene-ipasemipabtbaenastis Dex 3 

EE EEL LS LE LEE ES ee ea Dec 3 

I alee ett aici nai nies ween cn la a tepid enini ama Dec. 3 

ED. eterna nnen aaa wae. 2 

i a, cecilia behemaniinineoehames Dec. 3 

Public Utilities Group.......__._._______ aii diese te abst Dec. 3 

RED ED cellent iii on itn ee ee cine Dec. 3 

MOODY’S COMMODITY INDEX_..._..._.._______ Dec. 3 
NATIONAL PAPERBOARD ASSOCIATION: 

Orders received (tons) sh debpnaiiaiiiacepests ince toes ee 

Preguemen (G0G8)  dsecaddedn...........-. ae ae Nov. 23 

Percentage of activity Teil cisarehtielncabspid-thsuccsdetsdbasoic ._ Nov. 23 

Unfilled orders (tons) at end of period__....._._.________ Nov. 23 

OIL, PAINT AND DRUG REPORTER PRICE INDEX— 
1949 AVERAGE — 100._......._.________ Nov. 29 
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which registered— 

Total purchases ________ a ER atinanegin atten Nov. 9 
ara: Sea ane within wer. 9 
I itn ohh acleast dis ws deldplbtevadeininien ibcasdesilitcdedancaaen Nov. 9 

Sa atc inia capitan wt talhdenen sistas tii Ce Nov. 9 

Other transactions initiated on the floor— 

I "Soi WGetinksiskncpeeih inne teendiceincsmsestservhine wudescicees t Tov. 9 
fd SSS hae 
I aii ae tol ibd acd antiied eisaienien ela: injeavnikenencesecaicentinesitbii Nov. 9 

DE MA tists thiciciils cham tnnovinessstideenbinrtntomertiminnitionsmacmenmnttt, © 

Other trarsactions initiated off the floor— 
cc 35 eee pena # Nov. 9 

LL a aa Nov. 9 
i eee VOV. 9 

Ne IN Made ches creneaieisticesies Soccasccictiaieinhs apanenstbiasunaaiie aatiaitsaes Nov. 9 

Total round-lot transactions for account of members— 

I Nov. 9 
I a Nov. 9 
Re SPMD PAR TEX RR, Nov. 9 

Se EE ees Vass! St, Ee ae Pees Nov. 9 

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON N. Y¥. STOCK 

EXCHANGE — SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases) —+ 
wumeer Of chareé......_........ SOR pA Te eee ae Nov. 9 
| a "EP rae tt ee « -Nov. 9 

Odd-lot purchases by dealers (custo es <ales» ; 
Number of orders—Customers’ total sales__._........_ __ dew 6 

' I I a cisensienianinaiel ates i & 
Customers’ other sales.___........00........___ wee. ¢ 

I iN 9c 

Round-lot sales by dealers—. == =~ ~~ Nov. 9 
Number of shares—Total sales_...._ N 

RT ee ova. @ 
a aa ee ww: © 

Round-lot purchases by dealers— 22 Nov. 9 

octenspaee ol. A” SA ee iow. 
TOTAL ROUND-LOT STOCK SALES ON THE N . , 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): . 

Total round-lot sales— 

YN iw + 
en F 
IE aicitnitinasmincaceac-s-ceedes gle 
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF ’ 

LABOR — (1947-49. 400). S—U. S. DEPT. OF 

Commodity Group— 

All commodities... Rien te 

I ne ao” ae 

+ Naeem | —— tama al ipa nae a tea + bl +4 
__. 23 Rc Pes ce eteseeaettcet tem NOV. 26 

All commodities other than farm and toode--~~~~~~~~~ Nov. 26 

_ pee Nov. 26 





Revised figure. ‘Includes 1.068.¢ ‘re rei 
of ont ee acneh alae 8,000 barrels of foreign cru de 
Monthly Investment Plaga. 


one-half cent a pound 


runs. 
2 1956 basis of 128,363,090 tons. 
Prime Western Zinc sold on delivered b 


Latest 
Week 
$72.0 


§1,843,000 


6,832,370 


2,061,000 
12,138,000 
7,107,000 


183,390,000 
32,942,000 
169,877,000 
59,286,000 


§32,763 
973,999 


$378,727,000 
169,814,000 
208,915,000 
191,389,000 
17,524,000 


9,320,000 
490,000 


155 
11,613,000 
235 


5.967¢ 
$66.42 
$32.3: 


26.025c 
22.725c 
13.500c 
13.300c 
10.500c 
10.000c 
26.000c 
88.875c 


93.19 
89.51 
96.38 
92.35 
89.09 
81.17 
86.78 
69.57 
92.50 


uIco GI Co 


PROORN DRO 


Pee R RORY 
P ROU 


2 
e 
2? 8 


250.778 
295,993 


388,664 


109.26 


1,373,960 

376,150 
1,020,470 
1,356,620 


306,560 
103,806 
223.190 
326,990 


70,810 
32,150 
345,180 
477,330 


4 
] 


2,151,33 
612,100 
1,588,840 


2,200,940 
1,277,297 
$52,512,111 


911,726 
27.646 
884.080 
$38,131,123 


182.280 
182,280 


589,640 


979,860 
9,200,470 
10,180,530 


117.8 
91.7 
106.1 
91.5 
125.6 
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The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
*72.1 


*1,846,000 


6,831,92C 
7,797,000 
26,853,000 
2,026,000 
12,074,000 
*7,618,000 


*182,478,000 
33,503,000 
*171,940,000 
59,867,000 


647,298 
570,575 


$332,274,000 
165,063,000 
167,211,000 
143,624,000 
23,537,000 


*9,050,000 
*471,000 


#142 
12,136,000 
308 


5.967¢c 
$66.42 


$32.67 


26.600c 
22.900c 
13.500c 
13.300c 
10.590c 
10.000c 
26.000c 
89.125c 


90.86 
69.23 
95.77 
91.91 

83.95 
81.77 
86.65 
89.37 
91.62 


€ 


CO tO 
10 


2 
28 
4.49 
5.09 
4.66 
4.46 
4.30 
388.1 


4, 
4. 
t. 


240,710 
290,265 

94 
433,323 


109.76 


1,340,820 
358,650 
984,480 

1,343,130 


269,070 

55,600 
‘ ,500 
257,100 


192 

27,320 
390,795 
518,115 


2,081,082 
541,570 
1,576,775 


2,118,345 


1,264,337 


$52,566,539 


uw 


851,266 
27,829 
823,437 
$36,366,778 
180,480 
180,480 
591,780 
880,800 


9,667,900 
10,548,700 


Month 
Ago 
78.0 


1,996,000 


6,765,675 
7,649,000 
27,350,000 
2,007,000 
12,126,000 
6,981,000 


179,288,000 
35,486,000 
175,469,000 
59,465,000 


703,688 
592,853 


$370,736,000 
223,819,000 
146,917,000 
124,741,000 
22,176,000 


9,880,000 
430,000 


127 
11,860,000 
250 


5.967¢ 
$66.42 
$54.00 


26.275c 
22.175c 
13.500c 
13.300c 
10.500c 
10.000c 
26.000c 
91.000c 


86.29 
88.95 
94.26 
91.07 
88.95 
81.42 
87.32 
88.67 
90.77 


‘ot atatdatetetae 
wQUcornNre+} -il 
OrrRA100NCr 


384.9 


243,205 
294,159 
97 


414,615 


109.89 


2,210,230 
368,300 
1,713,320 
2,081,620 
485,270 
87,140 
390,910 
478,050 
676,510 
148,240 


1,337,486 
$63,011,222 


304, 7: 


304,730 


972,060 
15,363,520 
16,335,580 


oe on 
our 
‘ ao- 
naurKroun 


. 
aS 


Year 
o 


101.3 
2,493,000 


7,195,350 
8,111,000 
26,816,000 
2,855,000 
12,761,000 
8,458,000 


174,544,000 
36,305,000 
158,871,000 
45,745,000 


650,620 
620,670 


$377,118,000 
189,585,000 
187,533,000 
171,104,000 
16,429,000 


9,669,000 
452,000 


149 


5.622c 
$63.04 
$64.33 


35.700c 
34.150c 
16.000c 
15.800c 
14.000c 
13.500c 
25.000, 
110.000c 


89.79 
96.85 
100.49 
98.88 
96.69 
91.48 
95.32 


Gd So oi a Go Oo Go Lo So 


ecoveowoee-10 0 
Or GFK ONNUS 


> 
w& 
Se] 
~ 


202,463 
260,253 

89 
373,310 


109.62 


~ 


,334,200 
395,130 
,131,390 


,926,520 


a 


256,260 

49,400 
260,500 
309,900 


396,485 

84,620 
544,221 
628,841 


— 


£986,945 

529,150 
.936,111 
2,465,261 


i" 


_ 


,490,392 
$77,141,062 


912,896 
7,683 
905,213 
$44,633,922 


173,390 
173,390 


756,430 


603,170 
8,916,480 
9,519,650 


115.9 
88.5 
103.3 
79.8 
124.2 


s SBased cn new annual capacity of 133,495,150 tons as 
‘Number of orders not reported since introduction of 
asis at centers where freight from East St. Louis exceeds 





AMERICAN GAS ASSOCIATION—Focr month of 
September: 
Total gas sales (M therms) 
Natural gas sules (M theirms) 2 
Manufactured eas sales (M therms) 
Mixed gas sales (M therms) 


AMERICAN RAILWAY CAR INSTITUTE— 
Month of October: 
Orders for new freight cars- 


New frejght cars delivered z. < 
Ba cars on order and 
ot rnronth)—__. Pin. sek she 
AMERICAN €RUCKING ASSOCIATIONS, INC. 
—Monih of September: 


Intercity general freight transported by 
carriers (in tons). 


undelivered 


559 


ABSOCIATION OF AMERICAN 
Month of October: 

Locomotive units installed in service___ ~~~ 

New locomotive units on order (end of menth) 


RAILROADS— 


BANKERS’ DOLLAR ACCEPTANCES OUT- 
STANDING --- FEDERAL RESERVE BANK 


OF NEW YORK—-As of Oct. 31: 
Imports 
Exports ne wae Ae ; 
Domestic shipments _-.-..--_.— 
Domestic warehouse credits___- ~~ 
ree Geen 8 yee es Se es 
Based on goods stored and shipped between 

foreign countrics ; mares. 


Total - 
BUL.DING PERMIT VALUATION —DUN & 
BRADSTREET, INC.— 215 CIrrles— Month 
of October: 
New England 
Miadle Atlantic 
South Atlantic 
East Central - 
South Central 
West Central 
Mountain 
Pacific 


Total United 
New York City 
Ouiside New York City 


States 


BUSINESS INCORPORATIONS (NEW) IN THE 
UNITED STATES—DUN & BRADSTREET, 
INC.—Month o. October 


CASH DIVIDENDS—-PUBLICLY REPORTED BY 
LU. Ss. CORPORATIONS—U. S. DEPT. OF 
COMMERCE—Month oi: Oct. (0060's omitted) 


COMMERCIAL PAPER OUTSTANDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of Oct. 31 (000’s omitted) 


COTTON GINNING (DEPT. OF COMMERCE )— 
To Nov. 14 (running bules) 


DEPARTMENT STORE SALES SECOND FED- 
ERAL RESERVE DISTRICT. FEDERAL 
RESERVE BANK OF NEW YORK—I1947-19 
Average 100—Month of October: 

Sales (average monthly), unadjusted 
Sales (average daily), unadjusted_ ; 
Sales (average daily), seasonally adjusted 
Stocks, unndjusted ‘ 

Stocks, seasonally adjusted. 


EMPLOYMENT AND PAYROLLS—U. S. DEPT. 
OF LABOR—REVISED SERIES—Month of 
October: 

All manufacturing (production workers) 
Durable poods ; 
Nonduriuble goods 


Employment indexes (1947-49 Avze.--100)— 
All manufacturing ? c 
Payroll indexes (1947-49 Average 100) 
All manufacturing 
Estimated number of emplovees in manufac- 
turing industries 
All menulacturing 
Durable poods 
Nondurable eood 
FABRICATED STRUCTURAL STEEL (AMERI- 


CAN INSTITUTE OF STEEL 

TION )—Month of October: 
Contracis closed (tonnage) 
Shipments (tonnave) 


CONSTRUC- 


estimated 
estimater 


NEW YORK STOCK 
As ot Oct. 31 (0000's omitted): 

Member firms carrying margin accouuts 
Total customers’ net debit balances 
Credit extended to customers 
Cash on hand and in banks in U. S. 
Total of customers’ free credit balances 
Market value of histed shares_ 

Market value oy listed bonds 
Member borrowings on U. S. Govt. issues 
Member borrowings on other collateral 


EXCHANGE— 


PORTLAND CEMENT (BUREAU OF 
Month ot August: 
Production (barrels) 
Shipments from mills (barrels) 
Stocks (at end of month—barrels) 
Capacity used (per cent) 


MINES )— 


REAL ESTATE FINANCING IN NON-FARM 
AREAS OF U. S.—HOME LOAN BANK 
BOARD—Month of Sept. (000’s omitted) 

Savings and loan associations 

Insurance companies 

3ank and trust companies 

Mutual savings banks 

Individual 

Miscellaneous lending institutions 
Total 

ZINC OXIDE (BUREAU OF MINES)—Month 

of September: 
Production ‘(short tons) 
Shipments ‘(short tons) . = 
Stocks at end of month (short tons)_- = 
Revised figure Reported by 334 carriers, 


Latest 
Month 


837,760 
738,500 
9,300 
8°,900 


4, 
4, 


2,206 
3,295 


€5,718 


4,568,454 


56 
295 


$248,287,000 
464,590,000 
10,559,000 
215,386,000 
93,750,000 


192,249,000 


. 1,224,821,000 


$26,294,519 
87,060,337 
38,131,333 
109,686,291 
86,297,437 
41,129,655 
16,351,496 
96,376,945 
$501,328,013 
34,983,647 
466,344,366 


11,251 
$738,000 


$516,000 


125 
118 
110 
149 
133 


12,907,000 
7,402,000 
5,505,000 


104.3 
161.9 


16,767,000 
9,679,000 
7,088,000 


177.178 
330,950 


$2,607,562 
39,354 
353,958 
678,913 
196,674,919 
99,014,578 
104,908 
1,847,500 


31,406,000 
35,365,000 
20,019,000 

104 


123,566 
353,541 
121,439 
288,479 
343,153 


$2,026,413 


13,652 
15,318 
27,061 


Previous 
Month 


4,935,20C 
4,842, 70C 
9,200 
83,300 


$4,629,062 


99 


OK 


$234,091,000 
482,520,000 
11,779,000 
213,305,000 
74,860,000 


180,839,000 


Year 
Ago 


4,767 600 
+,661.900 
14.100 
91.4 00 


ney 


360,923 


96 


126 


$2 76,642,000 
281,130,000 
13,833.000 
219,436,004 
19,175,009 


232,602,000 





1,197,394,000 


$32,099,089 
76,106,620 
53,242,014 
122,725,740 
81,057,915 
42,319,363 
21,817,951 
95,006,05c 
$524,374,748 
44,690,851 
479,683,897 





10,52 
$1,671,80: 


$501,000 


*12,976,000 
*7,384,000 
*5,592,000 


*104.9 


*164.¢ 


*16,884,00¢ 
9,695,006 
*7,189,00L 


194,226 
294,71 


$2,824,13C 
34.955 
339,142 
837,727 
201,622 ,02 
98,481,18. 
96,16t 


*2,192,821 


20,287,000 
25,655,000 
24,345,006 

67 


$883,097 
132,379 
378 221 
136,769 
310,316 
367,677 


$2,208,45 


15,434 
15,381 
28,727 


342,618,000 


$25,795,169 
119,710,777 
36,312,104 
112,992,522 
73,323,093 
39,656,257 
31,920,975 
95,517,231 


$749,800 


$574,000 


11,100,179 


ee ee st 
> fe poh 
oe oe | 


on 


13,465,000 
7,788 .000 
5,677,000 


‘6 
108.9 


169.0 


17,238,000 
4,999,000 
39,000 


eae 


290.961 


<61,b9/ 


$2,784 232 
36.014 


799 924 


834.554 
211,627,311 
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The Credit Approach in 
Underdeveloped Countries 


credit, limits may have to be set 
to the accommodation provided by 
the central banking authority 
with, perhaps, higher rates on ac- 
commodation above defined levels. 
The extent to which the Reserve 
Bank extends accommodation 
could make a vital marginal dif- 


ference to the total volume of. 


bank credit. 
Monetary control has to accord 


with the objectives of the Plan’ 


and the basie policies of Govern- 
ment. It operates necessarily 
within the framework of the fiscal 
and other policies of Government. 
For this reason and also for the 
reasons stated earlier, viz., stage 
at which the banking mechanism 
has reached in India, restrictive 
banking techniques have to play 
a somewhat less dominant role 
than in countries where develop- 
ment is not subject to planned 
control. 

The Government of India are 
alive to the dangers cf excessive 
deficit financing, and in their 
anxiety to reduce it to the lowest 
possible level have introduced a 
series of taxation measures, some 
of which are both novel and con- 
troversial, and have exposed the 
Government in certain quarters 
to considerable unpopularity. 

The objective of Government 
taxation policy was stated by the 
Finance Minister to be as follows: 

To produce a sizable addition to 

public revenues; 

To provide incentives for larger 

earnings and more savings; 

To restrain consumption over a 

fairly wide field; and 

To make tax yields progres- 

sively more responsive to in- 
creased incomes and facilitate 
the orderly development of 
the economy with due regard 
to the social objectives of the 
country. 


A wealth tax is being imposed, 
also a tax on expenditure. A way 
is being sought to widen the tax 
base by reducing the level at 
Which income tax becomes pay- 
able. A series of excise duties has 
been imposed in order partly to 
collect revenue and partly to re- 


. however, 


duce consumption. While the ob- 
ject of imposing these taxes is 
disinflationary, some of them are 
intended to make the tax system 
more elastic and to promote a 
more equitable distribution of tax 
burdens. 

The question arises whether 
some of these fiscal measures 
which have been criticized as 
leading to a loss of incentives 
could not have been avoided. Two 
possibilities arise in this connec- 
tion. 

One is the pricing policy of state 
commercial concerns. The Gov- 
ernment of India have recognized 
that such concerns must take a 
reasonable profit and thus raise 
their own resources for further 
development. The pricing policy 
of state commercial enterprises is 


‘ thus already a flexible instrument 


of fiscal policy. 

Secondly, it has been argued 
that the tax on land, called in 
India the land revenue, the in- 
cidence of which has gone down a 
great deal in the last many years, 
should be increased. There are, 
limits to the extent to 
which, in a democratic country, 
the burden of taxation could be 
increased in the agricultural sec- 
tor. 

All countries in Asia that are 
attempting to carry out schemes 
of development find that without 
substantial foreign assistance the 
pace of progress becomes painfully 
slow. 

In India, for instance, we were 
well aware that we could not hope 
to achieve the target we had set 
before ourselves in the Second 
Plan without a great deal of for- 
eign aid. Experience in the last 
1% months has shown that the need 
for such aid is even greater than 
was originally thought. It follows, 
therefore, that fiscal poliey should 
be so designed as to attract foreign 
investment. This is particularly 
so at a time such as the present, 
when the demand for investment 
in the industrially advanced coun- 
tries is exceptionally high on ac- 
count of the great technological 
changes that are taking place. 
It is also recognized that foreign 





NVIOEND NOTICES 


114th CONSECUTIVE QUARTERLY 
CASH DIVIDEND ON COMMON STOCK 
The Board of Directors has declared cash dividends on 
Common Stock — $.25 per share — quarterly 


5% Cumulative Preferred Stock — $1.66%4 per share 
fer the period from May 1, 1957 to Dec. 31, 1957. 


Dividends will be paid Dec. 30, 1957 to stockholders 
of record at the close of business Dec. 12, 1957. 


Dec. 2, 1957 
Over 1,000 offices in U. S., 


Beneficial 


Fin ——y Connda, Hawaii and Alaska. 


Wm. E. Thompson 


Secretary 
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DIVIDEND NOTICE 
ALLIED PRODUCTS 
CORPORATION 
Detroit 23, Michigan 


COMMON DIVIDEND NO. 79 


, the board of directors of Allied Products Cor- 
declared a quarterly dividend of 40c 
per share on the Common shares of the Corporation, payable December 
of record at the close of business December 
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capital will flow only if conditions 
are favorable to its satisfactory 
functioning. In this context, the 
criticism has been made that some 
of the fiscal measures adopted in 
India are having an adverse ef- 
fect. 
The Social Content 

May I revert, in dealing with 
this point, to what I said earlier 
in my speech, namely that we 
have to keep in mind the social 
context in which events are hap- 
pening in Asia. 

The historical forces which have 
been released as a result of the 
independence movements in many 
Asian countries are working in the 
direction of a more egalitarian 
form of society. In giving shape 
and form to these aspirations, gov- 
ernments cannot always conform 
to the traditional pattern followed 
in other countries. 


It would be entirely proper for 
a foreign investor to ask, first of 
all, for political stability, and if 
he has the long-term vision, for 
this stability to be based on a 
sound democracy. On this the 
record of India is good. It would 
be entirely proper for him, then, 
to ask for monetary stability. On 
this, too, the record of India, in 
spite of the pressures to which 
we have been subject, is, I ven- 
ture to submit, good. 

It would be entirely proper for 
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Eance 


AMERICAN 
CANCOMPANY 


PREFERRED STOCK 

On November 26, 1957 a quarterly dividend 
of one and three-quarters per cent was de- 
clared on the Preferred Stock of this Com- 
pany, payable January 2, 1958 to Stock- 
holders of record at the close of business 
December 12, 1957. Transier books will re- 
main open. Checks will be mailed. 

JOHN R. HENRY, Secretary 











AMPHENOL 


Amphenol Electronics Corp. 


At a meeting of the Board of Direc- 
tors of Amphenol Electronics Corpo- 
ration held today a quarterly dividend 
of thirty cents per share was declared, 
payable January 31, 1958, to the 
shareholders of record at the close of 
business January 17, 1958. The trans- 
fer books will not be closed. 


Dated at Chicago November 26, 1957. 
FRED G. PACE, Secretary 














ALCO 


ALCO PRODUCTS 


INCORPORATED 
30 Church Street, New York 8, N. Y. 


Prererreo Divipenpd No. 198 


L 





Common Divipenp No. 134 
Dividends of one dollar seventy five cents 
($1.75) per share on the Preferred Stock 
and of twenty five cents (25¢) per share on 
the Common Stock of this Company have 
been declared, payable January 1, 1958 to 


holders of record at the close of business on 
December 11, 1957. Transfer books will not 
be closed. 

CARL A. SUNDBERG 


1957 Secretary 


November 26, 





AMERICAN 
BANK NOTE 
COMPANY 


Dividend No. 207 
d No. 197 


A quarterly dividend of 75¢ per share 
(1%°%) on the Preferred Stock for the 
quarter ending December 31, 1957 and a 
dividend of 30¢ per share on the Com- 
mon Stock have been declared. Both 
dividends are payable January 2, 1958 to 
holders of record December 9, 1957. The 
stock transfer books will remain open. 





Preferred 
Common Divide 


Louis T. HInDENLANG 
Secretary and Treasurer 
November 27, 1957 


him to ask for a reasonable re- 
turn on his investment; on this 
again, on such studies as we have 
made regarding profit after tax 
on net worth, i.e., capital plus 
free reserves, the record of India 
is good. 


But subject to these conditions 
and subject to accepted interna- 
tional standards of hospitality for 
the foreigner, particular facets of 
fiscal policy must be allowed to 
develop on the basis of the social 
needs of different countries; they 
cannot be set to a universal pat- 
tern, 

Certain basic conditions are vi- 
tal— good faith and fairness of 
treatment. The rest, which are 
in the nature of details of fiscal 
policy are, I submit, matters in 
which there could be genuine dif- 
ference of opinion; these should 
not be allowed to affect the major 
issue of international policy in 
respect of underdeveloped coun- 
tries. 





DIVIDEND NOTICES 








THE FRANCISCO 
SUGAR COMPANY 


106 Wall Street, 


The Board of Directors has this day 
declared a dividend of Sixty Cents 
(60c) per share on the Capital Stock 
outstanding, payable December 24, 1957, 
to stockholders of record at the close 
of business on December 16, 1957. 


B. RIONDA BRAGA, 
1957. President. 





New York 5 





December 2, 
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CERRO DE PAsco 
CORPORATION 
Cash Dividend No. 150 


The Board of Directors of 
Cerro de Pasco Corporation, 
a New York corporation, at a 
meeting held on December 3, 
1957, declared a cash dividend 
of forty cents (40¢) per share 
on the Common Stock of the 
Corporation, payable on De- 
cember 27, 1957, to stockhold- 
ers of record on December 13, 
1957. The Transfer Books will 
not be closed. 

D. DaAviIp 
Secretary 


MICHAEI 


300 Park Avenue 
New York 22, N. Y. 


























New York, December 4 1957 


The Board of Directors bas this 
day declared a quarterly divi- 
dend of Eighty (80) Cents 
per share on the Capital Stock 
of this Company for the quarter 
ending December 31, 1957, and 
an extra dividend of Eighty (80) 
Cents per share, both payable 
on January 15, 1958, to stock- 
holders of record at the close of 
business December 16, 1957. 
STUART K. BARNES, Secretary 


Guaranty Trust Company 
of New York 
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The issue is just this: while 
these countries must, if only for 
their own protection, pursue fiscal 
and monetary policies which 
would prevent inflation, they can- 
not, however impeccable their 
policy, possibly hope to achieve 
even a modest increase in their 
standard of living without massive 
support from the West. 

The problem is thus not only 
of sound planning and courageous 
internal policy, but also of the 
adequacy of external resources. It 
is in the mutal recognition of the 
interrelation of these factors that 
there lies real hope for a lasting 
understanding between the West 
and the countries that are strug- 
gling to raise the living standards 
of their people. 





DIVIDEND NOTICES 





LONG ISLAND LIGHTING COMPANY 
~~ 





QUARTERLY 


DIVIDEND 





PREFERRED STOCK 


The Board of Directors has de- 
clared the following quarterly 
dividends payable January 1, 
1958 to holders of Preferred Stock 
of record at the close of business 
on December 13, 1957. 





Series ‘ Per Share 
Series B, 5% $1.25 
Series D, 4.25% $1.0025 
Series E, 4.35% $1.0875 
Series F, 4.35% $1. 0875 
Series G, 4.40% $1.10 

VINCENT T. MILES 
Nov. 25, 1957 Treasurer 








Lri-Continental 


A Diversified Closed-End 
Investment Company 


Final Quarter Dividends 
Record Date December 10, 1957 


60 cents a share 
on the COMMON STOCK 
Payable December 21, 1957 
672 cents a share on the 
$2.70 PREFERRED STOCK 
Payable January 1, 1958 
Kenneth H. Chalmers 
Secretary 
65 Broadway, New York 6, N. Y. 








THE 


est Penn 
Electric Company 


(ncorporated) 


Quarterly Dividend 


on the 


COMMON STOCK 


375¢ PER SHARE 


Payable December 28, 1957 
Record Date Dec. 13, 1957 
Declared December 4, 1957 











WEST PENN ELECTRIC SYSTEM 

Monongahela Power Company 

The Potomac Edison Company 
West Penn Power Company 
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WASHINGTON. D. C.—Weeks 
ago Vice-President Richard M. 
Nixon had a small reception for 
an upstate New York friend at 
his palatial, but mortgaged 
home on a dead-end street in 
Northwest Washington. For the 
benefit of arriving guests was a 
note on the front door saying 
the bell was out of order, so 
please knock 

Inside the lovely home in the 
basement, one of the young 
daughters of the Vice-President 
and Mrs. Nixon was showing 
some of the guests a young lit- 
ter of kittens. In many respects 
the Nixon home scene was no 
different from that of the other 
nice homes in this section of 
Washington. 

Just after President Eisen- 
hower had suffered his third 
serious health crisis in two 
years, much of the world’s spot- 
light is now focused on the 
young Vice-President, who is 
taking on more and more politi- 
cal stature in the United States. 
Mr. Nixon, who becomes 45 
years old Jan. 9, apparently is 
headed for world leadership be- 
cause he seemingly will take 
more and more of the load off 
President Eisenhower. 

During the recent illness of 
the President, the Vice-Presi- 
dent remained at the White 
House executive offices for 
hours. There the White House 
staff turned to him for advice 
and consultation rather than to 
cabinet members. Although Mr. 
Nixon’s duties have been en- 
larged, he says his position is 
unchanged. Nevertheless, the 
facts are he assumed a much 
greater role last week than he 
did when the President suffered 
a heart attack on Sept. 24, 1955. 

While the third illness of Gen. 
Eisenhower was being evalu- 
ated, the Vice-President spent 
eight hours at the White House 
conferring with Sherman Adams, 
Assistant to the President, and 
others. Later in the week he 
worked with former Governor 
Adams and members of the Cab- 
inet. 


Look to U. S. for Leadership 

The President of the United 
States is looked upon by most 
Latin American countries 
their leader in the Western 
Hemisphere, and he is looked 
upon in Western Europe as their 
foremost leader, because those 
countries look to Washingto: 
for either economic or spiritual 
guidance or both in their do- 
mestic and foreign affairs. 

It has been regarded in the 
Nation's Capital for a long time 
now that Mr. Nixon is heir- 
apparent to President Ejisen- 
hower’s Republican leadership 
for the country. Although Pres- 
ident Eisenhower's quick recov- 


© 
2s 


ery from his latest illness means 
that Mr. Nixon will not receive 
overall authority to quarter- 
back White House affairs, he 


will play even a more important 
role in the affairs of the Natio 
during the three 3 
least 


hexi €ars at 


Nixon Well Prepared 

President Eisenhower said 
e 15 months ago that no man 

in the history of this nation has 

received such a careful prepara- 

tion of carrying out the duties 


sO 


MUTT les © Behind-the-Scene Interpretations 
from the Nation’s Capital 





Washington... 


And You 


of the President of the United 
States as has Vice-President 
Nixon. The records support that 
statement. The President has 
sent him on good will missions 
to various parts of the world. 
For the most part since the be- 
ginning of this country the role 
of Vice-President has been an 
obscure one. Mr. Nixon's role 
has been extremely active in 
behalf of the President. 


President Eisenhower is de- 
voted to the Vice-President. It 
is because of the confidence that 
he has in Nixon that Mr. Eisen- 
hower has given him great 
responsibility. The Vice-Pres- 
ident might represent the Pres- 
ident at the important North 
Atlantic Treaty Organization 
Council in Paris this month 
should Mr. Eisenhower decide 
against making the trip. The 
role of NATO in the defense of 
the free world will be reap- 
praised at the conference, and 
the NATO countries are looking 
to the White House for leader- 
ship. 


Many people, some in high 
places in both major political 
parties, who have been inclined 
to shrug off the Vice-President, 
now realize that he has become 
one of the most important fig- 
ures in the world. The reason 
he has become so important is 
the realization that he might be 
called upon to shoulder all of 
the duties of the President 
should Mr. Eisenhower's health 
further deteriorate. 


Calmed California “Quake” 

Mr. Nixon has gained in polit- 
ical stature, not only nationally 
but also in his home state. Cali- 
fornia today has the political 
distinction of having a Repub- 
lican Vice-President, two Re- 
publican United States senators, 
17 Republican representatives, a 
Republican governor and a Re- 
publican legislature. 

When a terrible political 
breach threatened the Republi- 
can party in California several 
weeks ago, it was Vice-Presi- 
dent Nixon who stepped in and 
served as mediator. As a result 
Governor Goodwin Knight de- 
cided not to run for reelection 
in a contest against Senate Ma- 
jority Leader William J. Know- 
land. Instead Knight will seek 
the seat that Knowland will va- 
cate in 1958. 

There is no question that the 
political voice of California is 
going to grow stronger in the 
years ahead because of the tre- 
mendous population gain. There 
is already evidence that rean- 
portionment, which will follow 
the decennial census in 1960, 
will give California seven ad- 
ditional seats in Congress. If 
California gains seven more 
seats the electoral college vote 
would thus increase from 32 to 
39. 

Because he is so young, the 
Vice-President apparently will 
have a powerful voice in Cali- 
fornia politics for many years, 
if he so desires. 


Executive Reports Being 
Readied 

These are very busy days for 
the executive branch of the gov- 
ernment, with budgetary mat- 
ters of immediate great concern. 
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BUSINESS BUZZ 





























“And just what makes you think that stock 
i sold you is a dog?’’ 





work 
can carry for the remainder of 
his term, the spotlight will be 
on Vice-President Nixon for the 






The big budget is ready to go 
to the printers. Then there is 
a series of addresses that the 
President is scheduled to make 
each January after Congress re- 
convenes. These include the 
State-of-the-Union message, and 
the economic report. Both of 
these are important to the Na- 
tion and the world. 


If the President goes to Paris 
for the NATO meeting, certainly 


he should be in strong enough 
health to deliver his messages to 
Congress about a month from 
now. 


tegardless of the amount of 
load that the President 


next three years. His utter- 


ances, right or wrong, will carry 


more weight, because he will 
carry more of the responsibility 
that now rests on the President’s 
shoulders. 

Ever since the presidential 
election in November, 1956, it 
has been taken for granted in 
Washington that the leading Re- 
publican presidential nominee in 
1960 will be Richard M. Nixon. 
The President's illness and reli- 
ance on him for assistance has 
strengthened this belief. 


[This column is intended to re- 


flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle's” own views. ] 
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There is no longer any question 
but that the investment world 
has accepted the Federal Reserve's 
action in lowering rediscount rates 
as indicating a complete turnabout 
in policy. 

Ever since the first four banks 
cut their rate to member institu- 
tions for credit accommodation, 
the bond market, both new issue 
and secondary, has been steam- 
ing ahead pretty much on “full 
throttle.” 

This week saw bankers bid in 
Virginia Electric & Power Co,’s 
$20 million of bonds as 414s and 
price the issue for reoffering to 
yield 4.47%. They were able to 
report quick oversubscription. A 
few weeks ago, such a yield would 
have been virtually ignored by 
institutional investors. 

_ Thus far the Federal has done 
little more than shift its position 
from “leaning against the wind” 
to one of “leaning away from the 
wind.” True the Open Market 
Committee last week was on the 
buying side of governments. But 
only to offset other developments 
in the money market which might 
have made for some tightening. 
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Consensus in investment mark 
circles seems to be that the Feq 
eral will act to expand credit 
available to member banks if that 
becomes necessary. But the pj 
thing seems to be that the money 
managers have shifted from 
policy of firmness to relaxation, 


Convinced that conditions Lens 
erally militate against any suddey 
reversal of the new policy, the 
rank and file are disposed to look 
for higher prices and lower yields 
as Spring rolls around. ; 


Supply and Demand 

Circumstances appear to phe 
making for the kind of investment 
market which has developed jn 
the last four weeks or so. The 
borrower and lender have had an 
opportunity to reappraise the 
overall situation. 

And presumably the conviction 
is strong that the supply of credit 
will be kept ample to meet the 
needs of industry partly of course 
with a view to bolstering the gen. 
eral business picture. 

At the same time indications 
are that industry will be a bit 
more conservative in its plans for 
expansion in the months ahead 
with the consequence that the 
volume of new securities seeking 
buyers will be somewhat below 
the pace of recent years. 

So it appears to be the old story 
of supply and demand this time 
with the supply of funds suffi- 
cient to take care of demand with 
a little to spare. 


Really Looking Up 

Only a brief few weeks ago top« 
quality new issues found the 
going difficult even though yields 
up to 4.90 to 4.95% were being 
offered investors. 

How the picture has changed 
becomes increasingly apparent in 
the market itself. This week Vir- 
ginia Electric & Power Co. brought 
an issue of $20 million of new 
bonds to market. Bankers took 
the bonds with 4!5% coupon and 
proceeded to reoffer with a yield 
of 4.47%. 

Demand was brisk and the spon- 
soring syndicate was able to report 
oversubscription in short order. 
Moreover, bonds brought out a 
fortnight ago, many of which 
dragged, now are moving at pres 
miums of 1 to 2 points, 


Adjustment in Yields 


What has happened in the mars 
ket is best set forth by the change 
in yield basis of top-quality cores 
porate issues. It is calculated that 
the return afforded by such obli- 
gations is currently 30 to 50 basis 
points above a month ago. 


Astute market observers figur¢é 
the yield average is about 40 
points higher. While many of the 


major institutional investors are 
slowing down their operations te 
close books for the year end, some 
of the newer in the field are ready 
to look at attractive situations. 

This is reportedly true in the 
case of the pension funds which 
have taken on immense stature in 
recent years, and also many of the 
trust funds. 
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